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Waigel promises 
era of German 
budget austerity 

Theo Waigel, German 
f jnanrp mims tar, prom- 
ised to bring public 
spending under control 
by 1995 with a tough 
austerity programme. 

Mr Waigel talked of 
the need to keep pay 
settlements at an “appro- 
priate" level, but even 
as he spoke Germany 
edged towards an engi- 
neering workers’ strike as pay talks in the key 
region of Hesse broke up without agreement 
Page 14; Pay talks fan. Page 2 

Olympia & York Is seeking extra funds for 
its C anadi an operations before paying CttTm 
(U5$l4m) in overdue interest on publicly traded 
bonds. Meanwhile, bankers in a loan syndicate 
led by J.P. Morgan will foreclose on a $l60m O&Y 
loan made last year. Page is 

Postal services: The immediate liberalisation 
of European cross-border and direct mail services 
looks less likely as the EC softened its tone on 
postal monopolies after intense lobbying by 
national postal authorities. Page 14, Editorial 
Comment, Page 12 

India’s state-owned financial institutions bought 
shares furiously yesterday to reverse a stock 
market collapse triggered by revelations of financial 
scandal. Page 14 

Audi, subsidiary of Volkswagen motor group, 
may build a car plant in North America where 
its sales are recovering after several difficult 
years. Page 15 

ENEL, Italy’s state-owned electricity generator, 
signed one of the world's biggest energy supply 
contracts in a liquefied natural gas deal with 
Nigeria worth around 38bn over 20 years. Page 6 

BrazHiasi debt: The finannp minister rntonrig 
to negotiate a restructuring of the country's $42bn 
commercial debt, for which Brazil may for the 
first time be willing to allocate foreign reserves. 
Page 6 

Ratners Group, troubled UK jewellery chain. 

Is to take an extra £53m (194m) exceptional charge 
this year to cover costs of sweeping restructuring. 
Page 15 

BiCC, UK cables and construction group, launched 
a one-for-ftve rights issue to raise £154m ($273m), 
the first big issue since the general election trig- 
gered a sharp rise in the stock market^ageZl; 

Lex, Page 14 .......... 

'GPA; world's 2afg8fta2rH5Zneai&ig group; 
will today announce the flotation of 40m shares 
to raise an expected total of S800m - only half 
the original intention. Page IS 

Sega Enterprises, Japanese video game maker, 
paid $43m to settle a patent dispute with a US 
inventor over colour imagedisplay technology. 

Page 17 

PhllippinQ poll: Fidel Ramos, former defence 
chief, last night appeared to be catching up with 
rival Miriam Defensor Santiago in the race for 
the presidency. Page 4 

Indonesian probe: Opposition groups, fighting 
a general election campaign, have called for an 
investigation into the business interests of Presi- 
dent Suharto's children. Page 4 

South African Breweries, consumer goods 
group, overcome severe recession to improve 
annual earnings thanks to a strong performance 
from its beer division. Page 17 

Israefi raids Israeli aircraft destroyed a school 
and wounded three pro-Iranian Hizhnllah guerrillas 
in the first air raid into south Lebanon for three 
months. The raid came on the same day as Lebanon 
appointed Rashid Solh as its new prime minister. 
Page4 

Venezu e la's national oil company is spending 
more than $3.8bn to upgrade two refineries. Page 
23 

Datwa Bank, Japanese commercial bank, may 
rescue the finances of Yanmar Diesel group, which 
faces big losses on its securities investments. 

Page 17 

Stadium disaster: The chief of Corsica's Bastia 
football club was indicted for manslaughter over 
last week's collapse of a soccer stadium stand 
which killed 13 people and injured 700. 

Nigerian riots: Several people were believed 
killed or seriously injured after students, angered 
by chronic fuel shortages, dashed with riot police 
in Lagos. 
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EC levy dependent on Japan and US imposing similar measures 

Brussels agrees to tax energy 


By Davk! Gardner In Strasbourg 

THE European Commission 
yesterday approved its controver- 
sial draft directive to tax energy 
to combat global warming. 

EC figures Indicate that the tax 
would have its biggest impact on 
industry and power station oper- 
ators. It would result in a rise in 
the price of petrol and diesel fuel 
by the year 2000 of 6 per cent and 
11 per cent respectively. 

Mr Carlo Ripa di Meana. the 
EC environment commissioner, 
hailed yesterday’s action as “a 
historical turning point”. But the 
Commission madg the introduc- 
tion of the tax conditional on the 
US and Japan adopting similar 
measures to curb carbon dioxide 
emissions. 

This prompted claims by envi- 
ronmentalists that Brussels had 
all but shelved the measure. 


UN staff 


pull out of 


evo 


However, Mr di Meana warned 
that if the US rejected consider- 
ation of a sbniiar strategy at the 
Earth Summit in Rio de Janeiro 
in three weeks’ rime, the EC 
might press ahead with a modi- 
fied version of the tax. 

Mr Ripa di Meana said the 
Commission proposal was revolu- 
tionary: “This is the fust time 
price and market instruments 
have been incorporated for the 
defence of the environment In 
such an extensive manner.” 

If approved and applied by the 
12, the tax would start at $3 a 
barrel of oil equivalent in 1993, 
rising SI a year to reach $10 a 
barrel in 2000, by when the EC Is 
committed to stabilising CO; 
emissions at 1990 levels. 

The levy would fell half on the 
fuel content of all non-renewable 
energy and half on its carbon 
content, and would be balanced 


by tax reductions in other areas. 

Brussels reckons that economic 
growth would be affected only . 
marginally, dropping by between 
0.04 and ft 2 per cent a year under 
the full tax, with additional price 
rises of between . 03. and 05 per 
cent a year. 

The draft directive seeks to 
protect the competitive position 
of European industry if the EC’s 
par tne r s to introduce gfanfair 
measures. These Include exten- 
sive exemptions for energy- 
intensive industries such as 
chemicals, steel, cement- and 
paper. Such industries .would 
have to cut emissions through 
alternative programmes and 
could get tax breaks for Investing 
in energy-efficient plant 

States in particular wwnnwik 
difficulties could reduce the tax 
level, and/or get EC funding to 
help them implement it . • . , - 


- The safeguards were- intended 
by Mr Ripa <fi Meana to enable 
the EC to go ahead unilaterally. 

Now, however., the decision to 
await the response of a US 
administration which has ruled 
out fiscal means to fight the 
build-up of greenhouse gases, 
appears to have handed Washing- 
. ton the power to veto the EC 
going, ahead. 

The tax as framed should now 
get endorsement in principle 
from the 12 at the council of envi- 
ronment ministers on M ay 26. 

The N etherlan ds and Denmark 
already have energy taxes, while 
Germany, which expressed its 
disappointment with the Com- 
mission’s decision yesterday, raid 
it would go ahead on its own 
anyway. Such action could intro- 
duce new competition distortions 
In the single market. 

The Commission’s justification 


for the taxis that other measures 
in the package - to save energy, 
fond research into renewable 
energy and promote clean tech- 
nology - will deliver less .than 
half the emissions reduction tar- 
get the EC has promised. Compli- 
ance seems certain to require 
either some.form of .fhe tax. or 
other fiscal measures to subsidise 
dean technology, an alternative 
the Dutch have pioneered. 

National Power, the UK elec- 
tricity’ generator and one of 
Europe’s largest coal consumers, 
said last night it would comply 
with whatever tax was legislated. 
But it said it did not believe 1 he 
proposal was. either practical dr 
appropriate, adding: “There are., 
other ways of achieving emission 
redaction targets.” 

Steep dost increases. Page 2 

Brussels softens tone. Page 14 


By Laura Sllber in Belgrade and 
Michael Littlejohns in New York 

THE UN peacekeeping 
headquarters for Croatia, which 
is based in Sarajevo, in neigh- 
bouring Bosnia -Hercegoviiia. has 
been urged to withdraw because 
of the fighting in the Bosnian 
capital. 

The call yesterday from Mr 
Boutros Boutros Ghali, United 
Nations secretary-general, coin- 
cided with a lull in the fighting 
in Sarajevo as Serb irregulars - 
from the surrounding hifig who 
have besieged the dty^declared a 
five-day ceasefire. Shops' aod- 
cafes reopened and people 
emerged from their cellars. 

In a report to the UN Security 
Council, Mr Boutros Ghali said: 
”1 am convinced by the opera- 
tional and security arguments in 
favour of the temporary reloca- 
tion of the bulk of the force’s HQ 
staff from Sarajevo”. His report 
also questioned the future of UN 
peace plan for Croatia. 

He added that he would 
instruct General Satish Nambiar, 
commander of UN forces in the 
former Yagoslav republics, to 
relocate “pending the restoration 
of calm in the city". 

Mr Ghali also ruled out the 
possibility of expanding peace- 
keeping operations to Bosnia, 
where Serb irregulars, backed by 
the federal army, have seized 
control of half the territory. 

But in a further apparent set- 
back for UN operations in the 
region, the report cast doubt on 
the future of the UN peacekeep- 
ing plan for Croatia. 

The plan calls for the with- 
drawal of the Serb-led federal 
army, and the demilitarisation of 
three UN Protected Areas after 
the deployment of H00Q peace- 
keepers, which had been sched- 
uled for later this month. 

“Since the Security Council 
approved the plan, the develop- 
ments have raised doubts about 
the practicability of the opera- 
tion", he said. 

UN officials say local Serb lead- 
ers in Croatia have refused to 
demobilise reservists if the 
UNPAs are not extended to 
include other regions populated 
by Serbs in Croatia. 

The 11-page report said failure 
to demobilise would make it 
impossible to implement the UN 
operations. The recommenda- 
tions were based on a fact-finding 
mission by Mr Marrack GouWing, 
the UN undersecretary, who last 
week met Serb, Croat and Mos- 
lem leaders. 

Mr Boutros Ghali warned that 
renewed hostilities in Croatia 
could not be ruled out and said 
that, if this happened, the deploy- 
ment of the UN forces would 
have to be reconsidered. 

The Yugoslav news agency 
Tanjug, meanwhile, reported 
some scattered fighting in north- 
east Bosnia. It also said that 
10,000 Serb refugees bad aban- 
doned their homes around Basan- 
ski Brod and beaded for Serb-run 
areas in a nine-mile convoy. 
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Brawl adds to the 
drama of electing 
Italian president 


Parliamentarians of the Christian Democrat aUd^fUc 

Social Movement parties scuffle Jn the 

during yesterday’s attempt to eiept a. president : . 1 - 
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Preacher 
Pat hopes 
to work 
a miracle 
at UPI 

By Jurwk Martin In Washington 

JOURNALISTS did not know 
whether to laugh, cry, or wel- 
come the apparent rescue of a 
venerable institution. 

“It’s unfair, he’ll get his scoops 
from God," they said; or “We 
can’t compete with a hotline to 
Heaven.” 

The news, from a bankruptcy 
auction in Rutland, Vermont, late 
on Tuesday, was that a television 
evangelist bad made a cash bid 
for United Press International 

The Rev Marion G. Robertson 
is universally known on earth - 
and perhaps upstairs - as Pat 
He put in the only complete bid 
for UPI. the 85-year-old news 
agency that has been on its last 
legs for more than a decade. 

UPI prided itself on being first 
with toe news of President Kenn- 
edy’s assassination and won nine 
hallowed Pulitzer prizes for its 
news coverage. 

Pat Robertson is undoubtedly 
the best known televangelist not 
now in Jail for fraud or otherwise 
under a cloud for sexual misde- 
meanours. More than that, he ran 
for the Republican presidential 
nomination four, years ago on an 
extremely conservative platform 
and spent more than $20m to 
cany five states in the primaries. 

Yesterday, he first said he had 
no intention of turning UPI into a 
religious wire service or other- 
wise to change its traditional edi- 
torial content Then he appeared 
on. his 700 Club flagship pro- 
gramme and pronounced that 
buying UPI might be "a little 
opportunity” for God to touch the 
mectfe “with his truth and love". 

Mr Robertson used to claim he 
communicated directly with the 
Almig hty fairly frequently. This 
assertion may disturb UPTs big- 
gest remaining client, the defi- 
nitely .non-Christian Kyodo news 
agency -of Japaui: It has said it 
would tear up its annually renew- 
able contract if what it. got took 
an a proselytising tone; 

Until Tuesday night, Mr 
Robertson had not ; entered the 
public’s political consciousness 
much since 1988. . 

-This reflects the decline in the 
overt influence of the religious 
right as a result of the scandals 
surrounding televangelists such 
as Jim a ™i Tammy Fae Rak to s r 


' • Continued on Page 14 


By Robert Graham In Rome 

THE POLITICS of electing Italy’s 
ninth president turned into pure 
theatre yesterday. 

In the first special session of 
the joint bouses of parliament, 
everyone voted in the knowledge 
that no candidate stood a chance 
of success. Nor was any candi- 
date intended to succeed by 
obtaining the necessary two- 
thirds majority of the 1,014 poten- 
tial voters. 

The only deviation from the 
script was a minor brawl before 
voting, provoked by a deputy of 
the neo-fascist MFI party who 
shouted “Robbers!" at his Chris- 
tian Democrat colleagues. The 
insult touched an especially raw 
nerve because Senator Seve 
Citrisl, the Christian Democrats’ 
national treasurer, had just been 
served with notice of Investiga- 
tion in the evenexpanding Milan 

municipal corruption scandal 

This procedure might have 
seemed a perverse way of finding 
a new head of state to replace Mr 
Francesco Oossiga, who resigned 
on April 25, two months before 
his seven-year term was due to 
end. But when all the 16 parties 
in parliament have been unable 
to agree in advance, either 
among themselves or between 
each other, it made subtle sense. 

Like bridge players opening the 
bidding to discover strengths of 
the others’ hands, the parties put 
forward their own. usually dis- 
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posable, candidates to test how 
their members would vote under 
party orders. - 

It was therefore virtually ! 
meaningless that the candidate 
who garnered the most votes was 
Mr Giorgio Di Giuseppe, an insig- j 
nificant Christian. Democrat, and ! 
among the least supported was a 
politician with a reasonable j 
chance of success. Mr Giovanni 
SpadoRnr, the republic’s Interim 
president. Simply, the Christian | 
Democrats possessed the largest , 
number of votes and the republi- 
cans are one of the smallest par- ! 
ties. 

Mr Di Giuseppe, a worthy 
southern backbencher, was ! 
drafted on the day as' the Chris- 
tian Democrats flag bearer after 
the party had failed to decide 
among its various factions whom 
to back and what alliances to 
farm. The 296 votes he chalked < 
up were for tire party, not him. 

The parties' heavyweights like 
Mr Grafts Andreotti, the outgoing i 
prime minister, and Mr Amaidn j 
Fa ria rd , the secretary, held, bade 
to study form. Mr Andreotti, evier 
the master of ambiguity, sat 
h u n c he d in his seat - not a trace 
of emotion to suggest the presi- 
dency remains his final political 
ambition after 40 years in govern- 
ment. 

Every other party heavily 
backed its own players as expec- 
ted. Such was the predictability 

Con tinued on Page 14 
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NEWS: EUROPE 


Engineering 
pay talks fail 
in Germany 


By Quentin Peel in Bonn and 
Andrew Fisher In Munich 

GERMANY took another step 
closer to an engineering work- 
ers' strike yesterday as pay 
negotiations in the key region 
of Hesse broke up without 
agreement. 

The fruitless talks between 
leaders of the IG Metall union 
and engineering employers 
coincided with growing signs 
that public sector workers 
might reject the deal last 
week that ended their 11 -day 
strike. 

The deadlock in the engi- 
neering dispute appeared to set 
Germany on course for a strike 
by metalworkers from May 25. 

Further talks are due to be 
held today in the region of 
North Rhine-Westphalia. but it 
was not immediately clear 
whether they would go ahead 
as planned. 

A union negotiator said the 
employers in Hesse had not 
improved their original offer 
and so IG Metall today would 
declare the negotiations in the 
region as failed. 

The union entered the 
Frankfurt talks expecting 
employers to improve their 3.3 
per cent offer, which it has so 
far rejected as totally unrealis- 
tic. The union originally 
claimed 9.5 per cent but has 
said it will not accept a deal 
below 6 per cent. 

“This is the last chance in 
Hesse before we declare the 
negotiations have failed," said 
Mr Karl Krona witter, leader of 
the regional organisation for 
IG Metall, said before yeste- 
day's negotiations. 

“Only if we get within range 
of a compromise of something 
approaching 6 per cent tonight 
will it still be possible to post- 
pone such a decision by the 
wage negotiating committee,” 
he said. 

Most employers and union 
members now seem resigned to 
a strike. 

Mr Ferdinand PiSch, chief 
executive of Audi the motor 
manufacturer, and chief execu- 
tive-elect of Volkswagen, 
warned that a strike would 
cost his company 2,0 00 vehicles 


and some DM30m (£10.2m) a 
day. 

Already many leading com- 
panies have been hit by token 
strikes, with 100.000 workers 
taking part in such action yes- 
terday in pursuit of their 9-5 
per cent pay claim. The 
employers have warned that if 
a full strike is called, they may 
respond with a lock-out, as 
they did In 1984. 

The engineering talks came 
ami d a growing belief that the 
ballot of public sector workers 
on their 5.4 per cent pay deal 
might actually result in rejec- 
tion. 

Two unions yesterday 
announced acceptance of the 
deal - the railway workers 
and the white-collar union 
- with low percentages turn- 
ing out to vote. The biggest 
union, the 5TV, has to get 
more than 50 per cent in 
favour in its ballot, whose 
results will be declared today. 

Union officials said that a 
vote against the deal would not 
automatically mean the 
resumption of strike action. 

It is bard to see how the 
workers could down tools 
again, in public transport, 

refuse disposal and other high 
profile public areas, without a 
drastic loss in the public sup- 
port they have enjoyed hith- 
erto. 

The railway workers' union 
Gd£D announced yesterday 
that 49.4 per cent of its mem- 
bers had voted for the 5.4 per 
cent award - hardly a sign of 
enthusiasm, but well over the 
25 per cent required to approve 
it. 

An interim figure for the 
DAG white-collar workers' 
union suggested that 39.3 per 
cent of eligible members had 
voted in flavour, when union 
rules require 30 per cent sup- 
port 

However, the oTV requires 
the backing of 50 per cent of 
those who vote, and close 
observers were forecasting last 
night a figure of no more than 
40 per cent. 

Germany was also hit yester- 
day by the effect of token 
strikes in the print industry. 



Debts pile up 
among Russian 

enterprises 


Some 1.300 Soviet-made tanks of the former East German army waiting to be scrapped 

Carbon tax means steep cost rises 
for many enterprises in Europe 


By David LasceNas, 
Resources Editor 


YESTERDAY'S decision by the 
EC Commission to back a 
carbon tax could lead to big 
rises in the price of fuels most 
commonly used by Europe's 
industry. 

But it addresses what is 
widely seen as the most 
pressing environmental issue 
of the day: the growth in 
“greenhouse gases” which 
threaten to change the world’s 
climate through global 
warming. 

EC figures show that a ¥10 
tax per barrel-of-oil-equl valent 
by 2000 would have the biggest 
impact on industry and power 
station operators. 

They would have to pay 58 
per cent more for hard coal 45 
per cent more for heavy fuel oil 
and 34 per cent more for 
natural gas. 

The prices of petrol and 
diesel fuel would have to rise 


by 6 per cent and 11 per cent 
respectively. 

For households, the impact 
of the tax would be equivalent 
to a 16 per cent increase in 
light fuel oil prices, while 
natural gas prices would rise 
by 14 per cent 

Although scientists disagree 
on the scale of the threat, 
many bodies, including the EC 
Commission, have adopted a 
“no regrets" policy of curbing 
carbon emissions because 
of the other benefits it 
brings, such as energy 
conservation. 

The EC has also set itself the 
target of reducing emissions of 
greenhouse gases to 1990 levels 
by the year 2000. 

However a big attack on 
global carbon emissions will 
need the co-operation of the US 
which, as the chart shows, 
is the worst offender 
among the large Industrial 
nations. 

The Bush administration has 
refused to set specific targets 


and deadlines, arguing that it 
Is more important to draw up 
appropriate measures and 
follow them through. 

It also has doubts that the 
EC can meet the targets it has 
set itself 

Last week, the US forced a 
compromise on a proposed 
treaty on global wanning 
which is to be signed 
at next month’s Earth Summit 
in Rio. 

This will not contain the 
binding commitments which 
were originally proposed. 
Instead, the developed 
countries will be required to 
draw up plans to curb 
emissions. 

Yesterday's resolution by the 
European Commission also 
requires Japan to back 
the tax before it can be 
adopted. 

However Japan's record on 
emissions Is among the best of 
the industrial countries, and so 
far, Tokyo has shown little 
enthusiasm for adding a tax to 
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By John Lloyd and Layla 
Boulton In Moscow 

RUSSIA'S enterprises had piled 
up Rbsl.43 trillion (million mil- 
lion) in debts to each other and 
to die banks by May 1. the 
central bank said yesterday. 
This sum is greater than the 
country’s gross national prod' 
uct for the first quarter of the 
year. 

Mr Vyacheslav Solovov. vice- 
chairman of the bank, said 
inter-enterprise debts were 
increasing at the rate of 
Rbs27.5bn a day. 

Crisis talks are under way 
between the government, the 
central bank and parliament 
on ways to solve this rapidly 
gathering crisis - including 
debt forgiveness and an 
increase in the budget deficit 

Yesterday the government 
more than doubled teachers' 
and doctors’ pay after they had 
threatened to strike for a 10- 
fold increase. 

The two groups are among 
the poorest in Russia, earning 
about Rhs700 a month (the 
minimum wage has just been 
increased to Rbs9Q0 to help 
people survive price liberalisa- 
tion and rapid inflation). 

The government also 
announced plans to levy 
import taxes of 5-10 per cent to 
reduce the import bill. They 
will crane Into effect in August, 


and follow a 13 per eent- 
incrcase in first quarter 
imports, compared with a year 
aga That pushed the balance 
of payments deficit for tire 
period to $2bn. 

Import taxes were suspended 
in January until Juno in omer 
to encourage imports so there 
would be goods on the shelves 
when the government freed 
most consumer prices at the 
start of the year. Mr Pyotr 
Aven. foreign economic rela- 
tions minister, told Interfax 
news agency the government 
was also considering an extra 
28 per cent VAT on imports. 

Meanwhile, Mr Georgy 
Matiukhin, the chairman of the 
central bank, said the system 
of trade between the main 
republics of the former Soviet 
Union was increasingly break- 
ing down, especially that 
between Russia and Ukraine. 

The twin crises in Russian 
enterprises and in inter-repub- 
tican trade are the greatest 
source of pressure upon the 
government’s reform pro- 
gramme. Already last month, 
ministers agreed to advance 
credits worth Rbs200bn to 
enterprises in order to avoid 
collapse and a rapid growth in 
unemployment 

However, the central bank's 
figures showed that the crisis 
is mounting much more rap- 
idly than was thought 
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Ukraine tells Crimea to 
end independence bid 
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the already long list of 
regulatory measures it has 
taken to clean its air. 


By ChrysUa Freeland In Kiev 

THE UKRAINIAN parliament 
yesterday tried to brake Cri- 
mea's separatist drive by sus- 
pending its declaration of inde- 
pendence and planned 
referendum. 

Mr Leonid Kravchuk, the 
Ukrainian president, warned of 
“bloodshed" and “a tragedy in 
relations between Ukraine and 
Russia” if Crimea's separatist 
bid was not halted. 

Mr Kravchuk and the 
Ukraine parliament stopped 


short of dissolving the Crimean 
parliament and calling new 
elections but it set May 2Q as a 
deadline for the Crimean legis- 
lature to annul its own declara- 
tion of independence and 
revoke plans to hold a referen- 
dum on August 2. 

The Ukrainian parliament 
did not specify the measures it 
would take if Crimea Ms to 
comply, but the parliament did 
instruct Mr Kravchuk to use 
“all necessary means” to 
restore constitutional order in 
Crimea. 
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LONDON, 6 &7 July, 1992 

T his year's annual Financial Times conference will focus on the 
liberalisation of the European telecommunications market and the 
growing debate on how to create a more dynamic telecom- 
munications market, with lower prices and more services. The new 
alliances that are being formed to meet the global communications 
needs of customers will be reviewed, as well as how fast Eastern 
European telecommunications facilities are being upgraded. 

Speakers include: 

Dr Claus-Dieter Ehlermann Mr John E Bemdt 

Commission of the European Communities AT&T 


Mr Viesturs Vucins 

Swedish Telecom International AB 

Dr Herbert lingerer 

Commission of the European Communities 

Mr Nicholas Garthwaite 

louche Ross Management Consultants 

Mr Ajajos Kauser 

Hungarian Telecommunications Company 


Mr John E Bemdt 

AT&T 

Dr Klaus W Grewlich 

Deutsche Bundespost Telekom 

Mr Peter Cook 

BT Tymnet Europe 

Mr Kurt Hellstrom 

Ericsson Radio Systems AB 

Dr Edouard Wylleman 

European Bank for Reconstruction 
and Development 


R ichard Krstzer 
turned a cardboard box 
of tiny plastic lorries 
on to the table, and handled 
one fondly: “There's no market 
for them any more. In 1972, 
they earned me DML2m a 
year." 

Today, at an age when many 
would be long retired, Mr 
Kratzer has taken up the 
daunting challenge of rebuild- 
ing the factory be was forced 
to sell to the East German gov- 
ernment in May 1972. 

His company, Uniplast MK, 
was one of 13,000 firms com- 
mandeered by the then com- 
munist regime. He is now one 
of a handf ul still fit enough to 
have his factory returned to 
him. The task is to make some- 
thing of its ruins. 

For Richard Krdtzer, it was, 
literally speaking, ruins: an 
“accidental" fire during the 
night before his return to the 
factory on the outskirts of 
Leipzig in April 1990 destroyed 
all stocks, the computer sys- 
tem with all company records, 
and all invoices, contracts and 
other important papers. The 
plastic moulding machines 
that were unchanged from 
when he left them 18 years ear- 
lier were standing deep in 
water. It was a month before 
he could resume any produc- 
tion. 

“I have tried to rebuild what 


I can," he says. Today, those 
same machines are pressing 
out simple plastic bottles, and 
plastic parts such as . bottle 
caps as he mounts a range of 
makeshift operations to raise 
funds for a proper new busi- 
ness. 

Alongside the half-dozen vac- 
uum-pressing machines is a 
large room stacked floor-to-ceil- 
ing with basic household items 
such as plastic waste-paper 
baskets, buckets and draining- 

His company was one 
of some 13,000 
commandeered by the 
communist regime. He 
is one of a handful fit 
enough to have it 
returaed to him 

racks for dishes - another 
makeshift operation, this time 
wholesaling between other east 
German companies and hard- 
ware shops in the Leipzig 
area 

The profits from both activi- 
ties are intended to fund a 
DM500,000 (£170,000) invest- 
ment in what he hopes will be 
one of two businesses: making 
vacuum -moulded plastic doors. 
At present, this business con- 
sists of a one-room assembly 
operation, an outdoor con- 
creted area where the future 


factory building will be, and a 
handful of commandeered ship- 
ping containers which have 
proved useful for rainproof 
storage. He hopes to start mak- 
ing doors this month. 

Apart from illustrating the 
grim determination needed of 
eastern Germany's former capi- 
talists - and perhaps of those 
starting from scratch today 
- Richard Kratzer provides 
potent evidence of the fragile 
foundations of the Industrial 
rebirth of Germany's eastern 
states. He has been forced to 
scratch around for equipment, 
foods, partners and markets. 
None has come easily. 

Funds have come not from 
the banking sector, but from 
tibe remnants of DML6m paid 
to Mr Kr&tzer in 1972 by the 
communists for bis factory. 
After they had clawed DMim 
for various “expenses” linked 
with the takeover of the fac- 
tory, the communists had left 
him with DM300,000 in a non- 
interest-bearing bank account 

After knocking on doors 
across western Germany, he 
has found two potential part- 
ners in Europe. Metaku in Ger- 
many have agreed the joint 
venture making plastic doors 
for the east European market 
The local construction boom 
expected in coming years from 
regeneration funds is forecast 
to create strong demand for 


house doors, and Metaku’s 
plastic products cost barely 
half the price of a wooden 
door. 

Faber Jalousie in Denmark 
have given him a licence to 
make their Solarflor vertical 
blinds. One virtue of the Faber 
agreement is that a buy-back 
arrangement has saved Mr 
Kratzer the daunting task of 
finding his own market 

“Finding a market in eastern 
Europe is very difficult at pres- 

There’s no money. But 
in one or two years, 
with the rouble and 
other east European 
currencies more settled, 
then I think we can do 
good business/ . 

ent. There's no money, ” he 
says: “But in one or two years, 
with the rouble and other east 
European currencies more set- 
tled, then I think we can do 
good business. Even now, Tm 
making a profit - though all 
the money is going back into 
investment in new machin- 
ery.” 

Plastic doors and window 
blinds may not have the 
romantic appeal of miniature 
plastic lorries, but after 20 lost 
yeans, it is not romance that 
Richard Kratzer is looking for. . 
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Britain's first commercial units, alongside one of Railfreight Distribution's 
designated regional Channel Tunnel freight terminals, are now available. 

The two 40,000 sq. ft. units, which can be subdivided, are within the 
landscaped environment of Liverpool Freeport Park and are the latest 
development in the first operational freight village in the UK. 

They complement 640,000 sq. ft. of property already in use for 
warehousing, processing and distribution within the 666 acre Customs free 
zone. 

Liverpool Freeport - the ideal location for companies involved in 
international trade seeki n^aJ JitPan European base with direct road, rail 


for further information contact: Frank Robotham^ ^ 
Liverpool Rneeport. Liverpoof L21. UD T 

Tel: 051200 4169/70/71 
Fax: 051-200 4172 
Tekuu 627013 

Operated by tin Mersey Docks ft Harbour Co. 



ti# trl 


■■an* in 


. - --I 




--if.- • -. 2 ,; i* 

‘ ' ' ••*-«! 

fret 

SCK 




4 ? 

l - 


tew,-' 




FINANCIAL ItMES THURSDAY MAY 14 1992 


j / 1 first Ce m 
m l*W*d wu^atlS 

™’-W &»»£ 

S^Sffc H 

wJSjjw, 

N,Pr - loiA Ma< 

*> the 

' ‘wreshiiS £** 

‘. l,S!J, » and mjLjh fe 
10 ° r, SCS £ * 

* «M m iSJSSf 

d “ are lh *sm2^ 

■""■’>* hAjJ 
??¥*£? 
sS-^iaa 
s-s art's 

rimea to 
ce bid * 

driving the Crin*, 
lL ‘! n ; 1,1,1 ^allioR on 
s ! ,,,! « set Mavaasj 

1 t"f tin- Crimean w 
;■ -'umril its own declaa 
' fnilupundence m 

pbn*. *ii Imid 3 ^ 
i Autnisi i 
i’Kr.nni ■in parliaw* 

; l»"nl> tlie measwai 
‘•’»K« »i Ciinwa 
tait tin* iKirliamaitiH 
f V.r Ki-nifhnkia® 
fi ri -.:..ir> means’ n 
t.tuiiwul (rtjj 


ilist 


sl rums 

:md Mctobi 
; ;■: whirl*. icsl tad? 
;h« :rnv i.'I a noods 

> 1 . il : ■ Li ; h* in fVnxrt 
n lii:u .i bn®** 
tj-.ijr Si'i.iriliT veitla 
i *;v -.sillli* «'I '1^ ^ 
i . ittii .i topto 
!■* ll.»> wd ** 
, t-. iLnnauw wsk i 
J; l i.- .•mi nurW 

i i:urhr!inf»tW 


, , ^..luDUl® 1 ' 5 

. 1:0 l* Ia 


p** 1 


-rjtee 


.V • ' 0 

tu -■ • 


NEWS: EUROPE 


France clears its first 
Maastricht hurdle 


By In Davidson fa Paris 

FRENCH ratification of the 
Maastricht treaty on European 
union comfortably passed its 
first hurdle yesterday, wtth a 
large go v e rnm ent majo rit y in 
the national assembly In 
favour of the corresponding 
revision of tixecoantcy’s con- 
stitution. 

The tegisfatfou must now go 
tough the Senate, before a 
final vote in a joint session of 
parliament Only then will 
France be able to ratfQr the 
treaty, either In a ample par-, 
hamentary lav or by referen- 
dum. -.■'•■ 

The - national assembly 
debate dragged on an night as 
deputies ploughed through 80 
amendments. The final vote In 
mid-morning yesterday was 
398-77, with 99_ abstentions. 
This was a significantly bigger 

maj ority than might haw been 


predicted, given the vociferons 
opposition from a minority of 
right-wing Gaullfsts and other 

• Xl rfL K>i k | 1 Hi ts. “ 

-. Last week,- Mr Philippe 
Seguin. a nationalist Gauffisfc, 

mustered the support of 101 
deputies, including 58 GauU- 
fets, in a move to reject the 
treaty in its entirety. In yester- 
day's vote, many Gatdlists 
I’ h^mg wt their mfaih and only 
3X voted against the constitu- 
tional revision. 

The government may have 
owed Its enlarged sutfority to 
its acceptance of four opposi- 
tion amendments. The most 
si g nifi c ant will pve parliament 
a greater involvement in debat- 
ing. Community legislation; 
other amendments are purely 
symbolic, like the one declar- 
ing French to be the language 
of the republic. 

The government also 
assuaged some Gaufiist fears 


Industry assails 
‘flaws’ in treaty 



By Hobart We* Legal 
Correspondent, to Brussels 

I THE SOCIAL 
chapter of the 
IforopeonCom- 
nnmity’s Maas- 
tricht treaty is 
badly flawed, according to- 

Unice, the European industrial 
and employe rs’ confederation. 
Mr Zygnumt Tyszklewiez, the 
urganfeaU on f s secretary gear 
end. told an FT c on ference on 
tiie impact of EC law and pol- 
icy that allowing Britain to 
apt out of the social chapter 
had set at precedent which 

mhM Ww! to ihnwlmniMif of 

fhp “one Community" princi- 
ple - 

However, what concerns 
Eiiice mare Is the extension of 
qualified wiq |nHty voting to 
issues involving wosddng con- 
ditions, and and 

consultation processes. Six 
member states acting together 
would be enough to push a 
m easure through, gtventhe 
weighted voting system. - 

You will have six states 
determining sodaT policy for 
18 countries of Europe - a 
long way : front- the- require- 
ment fee gre at er democracy,* 
said Mr Tyszkfewica. 

The problem was made 
worse because some. EC . gov- 
ernments were unable to stand 
firm, even apftwt their better 
Judgment, in the social 
BekLDnice cited the woddng 
time dir ect iv e, which it said 


many governments had 
described as expensive and 
hindering flexible use of waric- 
ing time. 

The organisation expressed 
its pleasure wifli some aspects 
of the new soda! chapter, such 
as the s t a t utory obligation for 
the Commission to consult the 
social partner s (employers and 
unions) on social policy mea- 
sures, but Mr Tysxkiewicz 
warned the Commission 
against «ti* «* pif ng n> iw gfaiwfa* 
where it was not satisfied with 
an agreement negotiated by 
the social partners. 

“We cannot do the job with 
the Commission breathing 
down our necks. That must be 
made piatn,” he said. 

Dr Clans-Dieter Ehlermann, 
director general for competi- 
tion at the Commission, told 
the conference that “a 
reinforced com p e ti tion policy ” 
was needed to underpin the 
creation of the internal mar- 
ket, but there would be 
gr e a te r em ph asis on curbing 
pate and on deregulation. 

Tn the telecommunications 
field, a review of the voice 
monopoly would be under- 
taken tfrfa year. “The Commis- 
sion cannot ignore the feet 
that [telephone] calls between 
member states are two to three 
th*MK more M p*nd w than the 
equivalent distance calls 
tnutde member states. This 
constitutes a surcharge on 
trade and a block to the inter- 
nal market process, 0 he said. 


Press freedom call 
to CSCE meeting 


International news 

organisations and Unesco told 
the Conference on Security and 
Co-operation in Europe yester- 
day that its promotion rtf press 
freedom in Europe could affect 
other parte of the world, AP 
reports from Helsinki 
. ’"Everyone has the right to 
freedom of opinion and expres- 
sion.... without interference. 
The CSCE can make these 
hopes a reality," said Mr Leo- 
nard Marks of the Washington- 
based World Press Freedom 
Committee. "Established 
democracies how have an 
unparalleled opportunity to 
give help and guidance to the 
new democracies as they build 
their new highways of free- 
dom," he aaid- The committee 
is a co-ordinating group of 
national - and international 
pews organisations. 

- Mr Mark* urged delegates in 
a plena ry M«inn of the 52-na- 


tten security and human rights 

conference to adopt a 10 -point 
charter rejecting censorship 
and other restrictions on infor- 
mation and the movement of 
journalists. “If a democracy is 
to be firmly rooted, there must 
be no law infringing the free- 
dom of the press,” he said. 

The charter, approved in 
January 2887 at a London con- 
ference on censorship prob- 
lems, outlines principles 
designed to permit free, inde- 
pendent news media to Amo- 
tion e ffe c ti vely. 

'• It says journalists should be 
free to travel over national bor- 
ders and their visa applications 
should "be handled promptly". 

Mr Frederico Mayor. 
Tfnesco’s director-general, said 
in a message read to the dele- 
gates fay an aide that freedom 
of the press is one of the most 
essential components of a dem- 
ocratic society. 


DIVIDEND NOTICE 


PLACER DOME NCX 

Notice is hereby given that 
a regular quarterly divi- 
dend, being Dividend No. 
20 of -sbf and one-hair 
iceritis (6)4*) U.S. per 
Common Share, has been 
declared payable on June 
29, 1992 to share-holders 
of record at the dose of 
bus*nessanMay29, 1992. 

Shareholders with ad- 
dresseslh Canada or Aus- 
tralia win be paid the 
equivalent amount in the 
currency of the respective 
country. 

BY ORDER OF THE 
BOARD 
■ John A Eckerafey 

Vice-President, 
Secretary and 
’- General Counsel 
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by declaring that France's 
right to impose a veto in 
defence of vital national inter- 
ests, by virtue of the socafied 

Ttygpmhnnrg ramp t nmls g, W8S 
just as great as ever. In reality, 
this right of veto is purely 
imaginary. 

Howe v e r , it ignored GauBist 
protests a gainst the Maastricht 
provision giving the vote in 
inrai «> kyrio ps to people from 
other EC cotmtries. 

Yesterday's result will 
restore the government’s coaflr 
deuce that it will secure a 
majority in the Senate an d the 
mtnjmnm three-fifths majority 
in the joint session, which 
which he held in Versailles. 

The debate provided a fur- 
ther boons for the government 

in Us vivid demonstration of 
the acute divisions between 
tbe conservative opposition 
parties over the EC. There is a 
deep golf between tbe Gauliists 
who are sfiergfc to anything 
which of federalism 

the centre-right UDF and 
centrist IJDC groups, which are 
firmly committed to the princi- 
ple of European integration. 

GaolUsts are further split 
between those who are reticent 
about tbe Community and 
those who are downright hos- 
tile, with coaly a small minority 
in favour. 


Havel tries to keep the family together 

Ariane Genillard and Anthony Robinson set the scene for the Czechoslovak election 


THE FDTDRE Of 
Czechoslovakia's economic 
reforms and the fete of the 
Czech and Slovak federal state 
will be the main issues of 
debate in a hard fought general 
election campaign involving 
more than 40 political parties 
which began yesterday. 

The opening shot was fired 
by Mr Vaclav Havel, president 
of the Czech and Slovak Fed- 
eral Republic. Addressing the 
nation from Bratislava, the Slo- 
vak capital, he warned against 
"unconsidered »nd dangerous 
attempts" to break up the 
country’s fragile federation. 

Moves to break up the union 
and reconstitute it as “a vague 
doahst union" would lead to M a 

chaotic break-up of the state 
which would grant as high a 
price as Biimlar break-ups in 
Yugoslavia or the former 
Soviet Union.” 

The presidential warning 
was directed mainly at nation- 
alists striving for greater 
autonomy for the Slovak 
republic, which holds a third of 

the country's 16m population. 

Mr Vladimir Medar, whose 
Movement for a Democratic 
Slovakia is expected to re- 
emerge as the largest party in 
Slovakia after the June 5 elec- 
tions, has promised, however, 
that he would adopt a new con- 
stitution and declare Slovak 
sovereignty if his party wins. 



President Vaclav Havel (left) warns about break-up; Mr Vladimir Medar (centre) wants 
Slovak sovereignty; Mr Vaclav Klaus favours a compromise 


Polls place Mr Medar wen 
above other Slovak politicians, 
with 34 per cent cent support. 
The remaining votes are likely 
to be split between a plethora 
of parties including the govern- 
tag Christian Democrats led by 
Mr Jan Czarnogorsky, tbe for- 
mer Communists, now re- 
named the Party of the Demo- 
cratic Left, ami a new Social 
Democrat party. This is led by 
Mr Alexander Dubcek. hero 
and then victim of the 1968 
“Prague Spring" attempt to 
create “socialism with a 
human face” which was then 
crushed by Soviet tanica 


Last week an attempt to 
establish a new Slovak consti- 
tution failed to achieve the 
required 60 per cent majority 
in the Slovak parliament. But 
the strength of nationalist feel- 
ing was shown by the over 50 
per cent vote in favour of a 
move which, had it succeeded, 
would have violated the federal 
constitution. 

Most parties in the more 
prosperous Czech republic 
have voiced support for the 
federation. Here the most pop- 
ular party is the Civic Demo- 
cratic Party led by Mr Vaclav 
Klaus, the federal finance min- 


ister, which the polls calculate 
now attracts 20 per cent of the 
vote in the Czech lands. 

His right-wing, free market 
part)*, whose privatisation and 
other economic policies are 
modelled closely on those first 
introduced by Mrs Margaret 
Thatcher, former leader of 
Britain's Conservatives, is one 
of the few to be represented in 
both the Czech lands and Slo- 
vakia. 

As in Poland, however, no 
party is expected to win an 
overall majority. The combina- 
tion of proportional representa- 
tion and many contesting par 


tics, is expected to produce 
fragmented parliaments at 
both republican and federal 
levels and could lead to com- 
plex negotiations to put 
together coalition govern 

monte. 

Mr Klaus, who already domi- 
nates economic policy-making 
also has strong Ideas about the 
future constitutional shape of 
the country. Hu proposes that a 
new federal system should be 
devised after the elections to 
devolve grtutiy powers to tite 
republics. The federal govern- 
ment would be reduced to the 
core functions of finance, 
defence and foreign affairs. 

This creates the possibility of 
a compromise which would sat 
isfy both moderate Slovak 
nationalists and those in both 
republics who chafe at the 
unnecessary expense and 
duplication under the present 
Communist- imposed system of 
republican and federal govern- 
ments. 

Increasingly, however, some 
Czech politicians, too. have 
spoken about the possibility of 
a divorce. But, as President 
Havel repeated m his latest 
speech, this could only be 
aritieved bv means or a refer 
endum. and according to opin- 
ion polls, the majority of Czech 
and Slovaks still prefer to live 
in a common state. 



CUSTOMERS HAVE BOUGHT AIRBUS AiRCRAFT. 


In the 20 years that Airbus Industrie has been in operation, the 
demand for our aircraft has produced over 1,700 sales. 

Our 103 customers are spread throughout the 5 continents of the 
world. One of the major reasons for their continued support is that we 
have launched 6 different aircraft types in just 20 years. 


All these orders have made us the 2nd most successful commercial 
aviation manufacturer in the world and 2nd to none in commercial 
aircraft technology. 

That's why, in civil aviation, we're Number 2 and leading. 
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Ramos closes on rival 
in Philippine election 


Bank chief i Malawi aid tied to human rights 


resigns in 
election row 


8y William Dawkins m Paris 


By Jose Galang in Manila 


By Victor Mallet In Manila 


MR FIDEL RAMOS, former 
defence chief in the Philip- 
pines, last night caught up 
with his main rival, Mrs Mir- 
iam Defensor Santiago, in the 
race for the presidency, accord- 
ing to the latest unofficial 
counts based on a sixth of the 
votes cast in the election on 
Monday- 

Earlier, Mrs Santiago, a law- 
yer and anti-corruption cam- 
paigner, had claimed victory 
but her opponents had said her 
claim was premature. 

Quoting Winston Churchill, 
the outspoken Mrs Santiago 
said she would be magnani- 
mous in victory. 

“ Certain losers among the 
presidential candidates might 
try to cheat, and may even 
have started doing so,” said 
Mrs Santiago, who hopes to 
undermine the country's oli- 
garchy of influential families, 
“but the youth and all the Fili- 
pinos who helped me to win 
will not allow the triumph of 
evil". 

Mr Ramos had said yester- 
day afternoon that be expected 
the rankings to change in his 
favour as votes came in horn 
the provinces following the 
presidential congressional and 
Local elections. 

The lengthy manual process 
of counting ballot papers 
- each with up to 44 handwrit- 
ten names - from as many as 
27m voters has already given 
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Ramos (left) overtakes Santiago at early stage 


rise to several disputes in local 
contests, but businessmen 
have reacted favourably to the 
relatively peaceful polL 

Both Mr Ramos and Mrs 
Santiago are regarded as candi- 
dates who would encourage 
private enterprise and foreign 
investment and the twin stock 

markets of Manila and Makati 
rose more than 7 per cent yes- 
terday from their levels on Fri- 
day. after holidays on Monday 
and Tuesday. The Manila Stock 
Exchange composite index rose 
93.02 points to 1,328.04. 

A glance at the official table 
of comparative statistics on 
violent incidents in recent elec- 
tions helps to explain the 
euphoria. 

Between January 12 and yes- 
terday morning, there were 
only 12 “liquidations” (assassi- 


nations) throughout the 
islands, compared to 95 In the 
chaotic 1986 presidential elec- 
tions and 93 in the local elec- 
tions of 1988. 

Sceptics, however, have 
noted that the election cannot 
be said to be finished until the 
results are clear. They have 
expressed fears about the 
destabilising effect of the long 
count 

In an attempt to defuse the 
tension, the Commission on 
Elections yesterday warned 
candidates against making pre- 
mature victory claims and 
announced an agreement with 
television and radio stations 
under which all unofficial 
counts - except for one 
authorised by the Commission 
- would cease from noon 
today. 


MR Bdgardo Espiritu, 
president and vice-chairman of 
the state-controlled Philippine 
National Bank (PNB), the 
country’s largest commercial 
bank, yesterday resigned after 
a pre-election row over the 
cashing of government cheques 
issued to local government 
officials around the country. 

The resignation was 
immediately accepted by 
President Corazon Aquino who 
was expected to announce the 
appointment of Mr Federico 
Pascual, the present PNB 
vice-president, as 
officer-in-charge until bank 
shareholders meet early next 
month. 

Mr Espiritu was caught in 
the political flak last week 
when he told PNB branch 
managers not to encash 
cheques totalling 980m pesos 
($37m) that the government 
had given to 42,000 officials. 

The timing of the cheques* 
release was widely interpreted 
as a move to influence last 
Monday’s general election, 
although the government had 
argued that these were regular 
allotments from tax 
collections. 


WESTERN aid donors 
yesterday told Malawi that it 
will get more development 
money from them only if it 
improves its human rights 
record. 

The troubled southern 
African state came away from 
a World Bank-sponsored 
meeting with nothing towards 
the S74m (£42m) of 
development assistance it 
needs this year and 
next. 

They were ready to meet 
again within six months if 
Malawi could show 
“substantive progress" in basic 
freedoms and human rights, 
s aid the donors’ communique. 

Donors pledged 5170m of 


food aid for victims of the 
drought which has hit Malawi 
and its neighbours. 

This was $100m less than 
needed, but officials stressed 
the shortfall on humanitarian, 
as opposed to development, aid 
had nothing to do with human 
rights and that drought 
assistance would be handed 
out as required through 
a plan for the whole 
region. 

Malawi has worried donors 
because of President Hastings 
Kamnzu Banda's continued 
intolerance of any opposition, 
and the recent outbreak of 
industrial unrest and looting in 
which 38 people were reported 
killed. Unrest has spread 
this week to tea plantations. 

Tea is Malawi's largest 


Donors express 
deep concern about 
lack of progress in 
basic freedoms and 
human rights 


export after tobacco. 

Mr Louis Chimango, 
Malawi’s finance minister, said 
in Paris the government would 
allow the Red Cross to inspect 
prisons, and give a court trial 
to Mr Chakufwa Chihana, a 
trade unionist arrested last 
month after calling for 
multi-party elections. 

'Beyond that, Mr Chimango 
refused to give further details 
of how Malawi planned to 


shortfall- 

Three international labour 

toSET were allowed to M 
Mr Chihana yesterday. 

The Paris move is the latest 
sign of a recent trend anurag 
World Bank donors to 

to apply pre ssure ? a 
governments to treat thalr 
citizens in a foir 
reasonable manner. undMtned 
last November when they Wd 
Kenya that new aid would be 
conditional on political ?nd 
economic reforms there. 

“Donors continued to 
express deep concern about the 
lack of progress in the area of 
basic freedoms and human 
rights ” said the communique.- 


Africa pledge by developed nations 


Mr Espiritu is a known 
supporter of Mr Ramon Mitra, 
presidential candidate of the 
the Democratic Filipino 
Struggle party while Mrs 
Aquino backs Mr Fidel Ramos, 
the former defence secretary. 


LEADING industrialised 
nations assured Africa yester- 
day they remained committed 
to rescuing Us fragile econo- 
mies, despite increased compe- 
tition for aid due to changes in 
eastern Europe and the former 
Soviet bloc, Reuter reports 
from Dakar. 

The Netherlands minister for 
development cooperation, Mr 
Jan Pronx, told the annual 
meeting of the African Devel- 
opment Bank it was difficult to 
see where resources required 
to assist growth and attack 
poverty would come from, 
without more effective resched- 
uling of debt 

“In the view of the Nether- 


lands, we still have to strive 
for a write-off debt of all least- 
developed countries,” he said. 

Representatives of other 
industrialised states stopped 
short of endorsing a need for 
new debt relief schemes, but 
chorused their intention to 
stand by Africa. 

“My country is committed to 
remaining engaged in this con- 
tinent declared Mr Olin 
Wethingtnn assistant secre- 
tary for international affairs at 
the US Treasury. 

Mr Alhqji Abubakar AlhaJi, 
Nigeria’s finance minister, said 
debt relief now provided “a 
glimm er of hope”, but Africa’s 
economic plight was alarming. 


Israel angry over Solh becomes Lebanon’s new PM 
US refugee stand “ 


By Hugh Camegy 
In Jerusalem 


ISRAEL yesterday reacted 
sharply to a statement by the 
US that Washington supported 
a 1948 UN resolution recognis- 
ing the right of Palestinian 
refugees to return to their orig- 
inal homes, a proposition that 
all mainstream Israeli parties 
reject as a threat to the 
existence of the Jewish 
state. 

Ms Margaret Tutwiler, state 
department spokeswoman, fol- 
lowing a call by Jerusalem to 
clarify her statement, said yes- 
terday that the issues raised in 
the resolution “can only be 
resolved through a process of 
direct negotiations among the 
parties themselves". 

The exchange came as talks 
were due to get under way in 
Ottawa yesterday on the plight 
of Palestinian refugees con- 


vened as part of the multilat- 
eral phase of the Middle East 
peace process. 

Israel refused to attend the 
talks because representatives 
of the Palestinian exil es were 
invited as well as residents of 
the occupied territories. 

They declared their intention 
of having the issue of their 
right to return put on the 
agenda. 

Washington advised the Pal- 
estinians not to raise the issue 
but was clearly irritated by the 
Israeli stance. 

Ms Tutwiler said late on 
Tuesday that the US continued ! 
to support Resolution 194, 
which recognises the right to 
return home, or to compensa- 
tion for losses, for Palestinians 
who fled or were forced from 
their homes in the 1948 Arab- 
Israeli war that fallowed estab- j 
lishment of the state of Israel 


MR Rashid Solh. a 66-year-old 
Sunni Moslem parliamentary 
deputy and former prime min- 
ister. became Lebanon's new 
premier yesterday, a week 
after his predecessor resigned 
in the wake of nationwide anti- 
government riots. 

The Lebanese pound rose to 
L£l,425 to the dollar on the 
strength of the news, compared 
with a record low of LS2.10Q 
last week. 

The formation of a proposed 
24-member cabinet is still 
being negotiated by representa- 
taives of Lebanon’s religious 
communities. The 1989 Taif 
peace accords said that politi- 
cal office should progressively 
be dissociated from religious 
affiliation, but the quarrel over 
cabinet seats shows how 
deeply rooted the sectarian sys- 
tem is. 

Maronite Phalangists who 
have split between the Leban- 
ese Forces militia led by Dr 



New Lebanese PM Rashid Solh (right) enters the presidential palace in Beirut yesterday 


Samir Geagea and the Pbalan- 
gist party led by Mr George 
Saadeh are demanding more 
positions in the next govern- 
ment to enable them to block 
decisions by majority pro-Syr- 
ian ministers. The defence, 
interior and foreign affairs 


portfolios are likely to stay 
unchanged with former militia 
leaders again in government 
Mr Solh is the fourth mem- 
ber of a prominent Beirut 
Sunni family to become prime 
minister. He has been a deputy 
since 1964 and served as prime 


Indonesian opposition urges 
probe into Suharto’s sons 


India says US space export 
ban a commercial decision 


By William Keeling In Jakarta 


INDONESIAN opposition 
groups have demanded an 
investigation into the business 
interests of President Suharto's 
children as the first week of a 
general election campaign 
nears its close. 

Mr SoeijadL chairman of the 
Indonesian Democratic party, 
one of two opposition parties, 
has condemned a monopoly in 
trading in cloves granted last 
year to BPPC, a private com- 
pany headed by Mr Hutomo 
Mandala Putra, Mr Suharto’s 
youngest son. 


Cloves are the key ingredient 
in Indonesia’s fragrant kretek 
cigarettes. The monopoly had a 
projected turnover of about 
Rpl.GOObn (£275m) last year but 
Mr Putra has said BPPC was 
unable to service Rp759bn in 
soft loans from Bank Indon- 
esia, the central bank. 

Mr Soerjadi also criticised a 
monopoly in orange trade in 
the Kalimantan region . 
granted to a subsidiary of a 
group headed by Mr Bambang 
Trthatmodjo, Mr Suharto's sec- 
ond son. 

The presidential family was 
also attacked earlier in the 


week by Mr Deliar Noor, a 
member of the Forum for the 
Purification of Democracy, a 
leading dissident group which 
includes retired generals and 
religious leaders. 

Mr Noor accused Mr Suharto 
of “nepotism” and described 
the business interests of his 
children as “an abuse of 
power". 

The governing Golkar party, 
however, is likely to retain 
power in the June 9 election 
with a large majority, bolstered 
by its 20-year record of eco- 
nomic growth averaging more 
than over 6 per cent a year. 


By K K Sharma In New Delhi 


INDIA yesterday alleged that 
commercial considerations 
were behind a US decision to 
ban exports to the Indian 
Space Research Organisation 
(Isro) and “to thwart India 
from growing into an impor- 
tant economic entity in the 
International space market." 

The allegation was made by 
Prof UJL Rao, Isro chairman. 
He claimed the US was aware 
of India's low launch costs, 
saying: “We are going to be an 
important economic entity in 


the multi-billion dollar space 
market Therefore, reasons for 
the two-year ban on exports to 
I^Hia are totally commercial" 
Prof Rao said the US sanc- 
tions would delay I&ro's pro- 
jects and would force it to 
exceed its budget 
India's satellite development 
programme could be crippled 
by the ban. Although India 
has made limited progress in 
rocket technology - the pur- 
chase of which from Russia 
attracted (JS sanctions against 
India and Russia - its satelite 
programme is progressing well 


and it has many potential buy- 
ers. But satellite development 
depends heavily on US sup- 
plies of components now ban- 
ned. Electronic components 
required for satellites form a 
big share of imports from the 
US. It is not dear, however, 
whether joint ventures 
between Indian and US compa- 
nies involved in supply of sock 
components are covered by the 
ban. 

The satellite programme, 
rather than India’s launch pro- 
jects, is mainly affected by the 
U.S. 


Iran pulls out the biggest plum from Afghan pie 

Tehran has won influence via the Persian-speakers who now control Kabul, writes Colin Barraclongh 


A S THE dust begins to 
settle over Kabul, the 
foreign players are 
counting their Likings. Many 
countries have stuck their fin- 
gers into the Afghan pie during 
11 years of civil war. but none 
lias emerged with as much to 
show as Iran. 

Iran backed Afghanistan’s 
Shia parties throughout the 
Afghan civil war, hosting the 
leaders and giving shelter to 
im refugees. It supplied arms 
to Shia mujahideen groups, 
vying with Sunni Saudi Arabia 
and Pakistan for control of the 
jihad (holy war). 

However, with the fall of the 
Soviet-backed regime last 
month, Tehran's primary aim 
in Afghanistan shifted. It 
turned from promoting Shia 
Islamic revolution to the pro- 
motion of Persian culture. As 
Afghanistan began to splinter 
along ethnic lines in the post- 
communist vacuum Iran 
placed its weight firmly behind 
the Persian-speaking Tajiks 
and Uzbeks who control Kabul 
“The Iranians support 
[defence minister Ahmad 
Shah) Masood." said a moder- 
ate Afghan leader in Peshawar. 
"They think Masood will take 
care of their interests because 


he speaks their language.” 

Mr Masood is not the only 
Persian speaker in Kabul. The 
ex-government militia control- 
ling Kabul’s streets are Per- 
sian-speaking Uzbeks. General 
Asif Dilawar, appointed com- 
raander-in-chief of the Afghan 
army forces by Mr Masood last 
week, is also a Persian speaker. 

Furthermore, Tehran hosted 
a meeting this year with 
Afghan president-designate 
Burhanuddin Rabbani and rep- 
resentatives from Tajikistan to 
promote Persian-based cultural 
links between Iran, Afghan- 
istan and Tajikistan. 

With most power centres in 
Kabul filled by Persian speak- 
ers. the Iranians axe sitting 
pretty. “I’d like to say we’ve 
done very well out of the last 
14 years." said Iran’s consul in 
Peshawar, Mr Hamid Reza 
Sherkhodai. 

A Persian-influenced govern- 
ment in Kabul is indeed a rare 
achievement Afghanistan has 
been ruled almost continu- 
ously by the majority Pushtu n 
tribe, who are spread through- 
out eastern Afghanistan and 
western Pakistan. In fact, only 
once has a non-Pushtun con- 
trolled Kabul, when Tajik 
waterseller Bacha Siqa ruled 
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for six months in the 1920s. 

To bolster the new govern- 
ment in Kabul, the Ir anians 
sent fuel and food to Afghan- 
istan's western provinces. A 
religious delegation brought 
gifts and aid to Herat Iran is 
also trying to open a supply 
route all the way to Kabul 

The Iranians bring to the 
Afghans not only aid but a cul- 
tural influence. “We have cer- 
tain cultural roots with these 
people.” said Mr Sherkhodai 
“We have a common language 
and common religion.” 

Iran is encouraging these 
links, offering to fund aca- 
demic study of Persian litera- 


ture and celebrating the 
ancient Zoroastrian New Year 
in common with the Afghans. 

“Iran is offering the Afghans 
a copy of Ferdowsi (a Persian 
poet] with every sack of wheat 
it sends," said one western 
observer. 

Of course, Tehran has not 
abandoned the Shia parties 
entirely, it continues to back 
the Shia Hazara tribe in 
Afghanistan and provides 
moral and financial support to 
Shia mujahideen group Hezbe 
Wahdat and pressure groups 
such as the TNFJ in Pakistan. 

But Iranian hardliners 
elected in the fiery last days of 


Iran’s war with Iraq who might 
have forced these groups 
hig her up the Ir anian agenda 
have found their influence 
waning in Tehran. President 
Rafsanjani’s reformist support- 
ers have just won a landslide 
victory in parliamentary elec- 
tions characterised by an elec- 
torate more concerned with 
economic well-being than ideo- 
logical purity. 

At the heart of Iran’s accep- 
tance of the status quo in 
Kabul is a tear of the alterna- 
tive. Golbuddin Hekmatyar. 
radical Pushtun and main 
recipient of Pakistani and US 
military assistance for the last 
decade, leads an informal coali- 
tion of parties opposed to the 
Kabul government 

As the most powerful leader 
outside Kabul Mr Hekmatyar 
would stand to take over the 
mantle if Kabul’s new govern- 
ment fell Tehran fears that Mr 
Hekmatyar. as a Pushtun, 
would favour Pakistani inter- 
ests over Iran’s. 

Iran is embroiled in tough 
competition with Pakistan and 
Turkey over the re-opening of 
trade routes with land-locked 
central Asia. Afghanistan bor- 
ders three central Asian states 
of the farmer Soviet Union so 


any significant trade depends 
on stability in Kabul 

In April Iran announced the 
start of a new railway line 
from Turkmenistan to Iran’s 
southern coast. It agreed to 
provide oil pipelines from 
Tajikistan and Turkmenistan 
through to Turkey to the west 

And this week it joined an 
agreement to re-open the east- 
west silk road across Asia. 

Pakistan, meanwhile, is plan- 
ning an Export Processing 
Zone in its North West Fron- 
tier Province bordering 
Afghanistan, providing 50 per 
cent relief on rail freight, duty- 
free import of raw material and 
reduced duty on exports. 

Iran’s influence on Kabul is 
already bearing fruit. Iranian 
official sources said Kabul had 
this week ordered a significant 
supply of oil from Iran. 

A quid; settlement in Kabul 
would also rid Iran of the 
financial burden of supporting 
refugees. With its inflation con- 
servatively estimated at 30 per 
cent, and imports nearing an 
all-time high at S17bn. Iran 
badly needs to patch its econ- 
omy together. 


Turkmens in trade deal with 
Iran. Page 7 


He proposed that concessions 
which multilateral aid agencies 
allowed to the poorest coun- 
tries should be extended to the 
less well-off, middle-income 
states. 

But Mr Wethington told a 
news conference that Washing- 
ton was reluctant at this stage 
to agree to such a proposaL 

He outlined at the meeting a 
two-pronged approach by his 
country in its economic rela- 
tions with Africa in the post- 
Cold War world. 

While helping to meet social 
and economic needs, it would 
stress the value of democracy 
and market-based economies, 
and favour changes to promote 


the private sector. 

“The long-term future ties 
with encouraging private 
enterprise," he told reporters.' 
“The private capital markets 
will be able, in the long term, 
to provide resources that will 
exceed those available through 
official channels." 

Mr Alhaji urged industrial 
countries to open their mar- 
kets. “At present, excessive 
subsidies to agricultural prod- 
ucts of the developed econo- 
mies create the double-edged 
sword which keeps our farm 
products out of their markets 
and, at the same time, 
depresses markets for our 
products.” the minister said. 


NEWS IN BRIEF 


Bahrain to change 
commercial law 


minister for seven months 
from 1974, but his government 
fell when a brawl broke out in 
parliament at the beginning of 
the civil war in April 1975. His 
main task will be to oversee 
parliamentary elections sched- 
uled for this summer. 


BAHRAIN is planning big changes In commercial laws which 
have been In effect for nearly two decades as part of wide- 
ranging plans to revive its economy, Reuter reports from 

Rahi-ain. 

Mr Habib Kassem, commerce and agriculture minister, said 
yesterday the laws - which will alter the rigid relationship 
between foreign companies and local agents - would be intro- 
duced by the end of May. He told the Gulf Daily News the 
changes would address complaints from the international busi- 
ness community and promote free competition. - 

At present, only one authorised trader in Bahrain has the 
monopoly of distributing any foreign product and the contract 
drawn np between the two parties is unalterable. 

Bahrain’s powerful business community has been resisting 
proposals to change the law. 

Bahrain last year broke with long-standing tradition by issu- 
ing laws that would allow wholly foreign-© wned companies 
to operate in the country providing they made it a regional 
base. 

It is also planning to pass laws which would allow joint public 
stock companies to issue debt securities which would be traded 
by foreigners as well as Bahrainis. 


Commodity prices condemned 


A steady fall in export prices for commodities is punishing 
people who are “already on the margins of a~ decent human 
existence,’* according the Rev Charles Elliott, one of the -UK’s 
leading development economists and forma head of Christian 
Aid, writes David Dodwefi, World Trade Editor. 

In a speech to be given in London last night marking the 50th 
anniversary of Oxfem. the UK aid organisation, Mr Elliott 
argued that the international commodity price system “has been 
a powerful process whereby wealth and income have been trans- 
ferred from commodity producers to commodity importers/ man- 
ufacturing exporters”. 

He said the import purchasing power of developing countries 
bad fallen by 2 per cent a year since 1950 as a result of this 
process. 


Kabul welcomes Russian minister 


Mr Andrei Kozyrev, the Russian foreign minister, arrived in 
Kabul yesterday on a mission intended to help heal the wounds 
of Afghanistan’s 14-year war, Reuter reports from Kabul He was 
greeted by representatives of the mujahideen who fought Soviet 
troops for a decade and congratulated them on throwing off 
“communist totalitarianism" by toppling the once Soviet-backed 
government of president Najibuilah last month. 

He made a plea for the release of the last Russian prisoners of 
war believed to be held by Afghan guerrilla groups since Soviet 
troops withdrew in 1989. 

Later he won a promise that one Soviet prisoner-of-war would 
be able to leave with him for Moscow today. The prisoner was 
not identified. 


Papua troops on Bougainville 

Papua New Guinea (PNG) said yesterday its troops had landed in 
the south of the secessionist island of Bougainville for the first 
time since the national army and police withdrew in 1990, Kevin 
Brown reports from Sydney. 

Mr Babbie Namalin, prime minister, said 15 soldiers landed at 
the village of Siwai on Saturday and set up a base in the area. 
Mr Namalie said a further 60 troops have been stationed on a 
nearby island. 

Mr Namalin said the troops were despatched in response to 
requests from local chiefs and village leaders. He said the lead- 
ers feared for their safety following executions carried out ear- 
lier this year by the secessionist Bougainville Revolutionary 
Army. 

Nigerian students on rampage 

Nigerian students, angered by chronic fuel shortages, 
cars during a rampage in a crowded, working-class area of Laras 
yesterday, Reuter reports from Lagos. ^ 

There were no immediate reports of clashes with riot police 
who lookup positions urar Lagos University and in otherareu 
fate on Tuesday afte student leaders called for two days of 
protads against the foci shortage in the oil-producing country 
and to air other grievances. J 

Other witnesses said police turned back scores of vehicles from 
Oshodi. Some dnvers, wbo made it through the area, had ween 
leaves on their cars to show solidarity with the students. 

qu ^ by state >*dio. ordered special 
torter pitrob to stopsmuggbng, escorts for tankers andthe 
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Iraq assails Kurdish election 


Iraq yesterday denounced as Illegal next Sunday's »i 
rebel-held Kurdistan but ruled “ J ? TiZJfTSLS 

them, Reuter reports from Baghdad. fwce to derad 


intended to disrupt the elections by military or other 
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The grassroots of global success 


The setting up of Ricoh’s new thermal paper factory at Colmar in the Alsace can be seen as a case study ir i successful 
‘localisation’. The challenge was to preserve Colmar’s rich cultural heritage and to win the confidence 
and support of the local community while constructing the most modern thermal paper plant in Europe 



Ricoh directors. French officiate and mayors of the surrounding towns at the official opening of the new factory at Colmar 


T HIS week Ricoh, the 
. international Office 
Automation group, opened 
Europe's most advanced 
thermal paper factoty in .. . . 
France. The new plant Is not only the 
most modem of 11s type in Europe, it 
also establishes Ricoh as the only 
company Hi the world with thermal paper 
plants in North America, Europe and 
Japan. 

The new plant, near Colmar in the 
picturesque Alsace region, will allow - 
Ricoh to substitute: previously Imported 
products with French-made thermal 
paper, and it- provides further evidence 
of the company’s commitment to Europe 
and the lmportance It places in 
improving -its service to customers in 
the European market 
Before, the factory opened Ricoh held 
'open day” for .the public. The company 
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Countdown to 
the Games 

There are now only 72 days to go to 
the opening cere mo ny of the Summer 
Olympic Games In the Montfufe 
Olympic Stadium hi Spain’s historic 
port of Barcelona. As the world’s top 
athletes make the final preparations 
for what wHI be the greatest athletic 

challenge of their llvea, tha Olympic 
or ganis ers are putting the finishing 
touches to ensure that the Mggast 

ever Olympic Gamas also becomes 
8m best ever. 

Such an International event, which 
will be watched by buttons around tha 
j^oba, draws on great reserves on - 
human Ingenuity, co-operation and 
cbhmuhilcatloh. And as tha Official - 
Fax Network Sponsor to the Olympic 
Games, Ricoh to playing Us part. 

By Installing the first facsimile 
network In history. Ricoh has Bnfcad 
more than WO countries on six 
comments with the International 
Olympic Committee's headquarters In 
Lausanne, Swffzariand and the 
Olympic aflee In Barcelona and 
elsewhere in Spain where the 
Olympic events wffi be held, hi total 
Borne 1,400 facsimiles facilitate 
smooth communleaBono around the 
world. 

Just as In the Winter Olympics hi 
Albertville, Francs, where Ricoh 
faxes helped smooth the Olympic 
Family communications to all comers 
of the globe, Ricoh fs ready to ensure 
teat Ricoh's taxes wffl bring the ■ 
“Olympic global vHlaga" even closer 
together to share In tee up-to-date 
results and dramas of the 1992 
Olympics. 


expected a couple of thousand at most 
to turn up. Instead some 10,000 to 11,000 
people from Colmar and the surrounding 
towns and villages flocked to Ricoh's 
landscaped site in the shadow of the 
Vosges mountains. 

Families, courting couples and children 
with grandparents turned Ricoh's open 
day into a great Sunday outing. They 
toured the brand-new thermal paper 
factory, which was officially opened 
on Tuesday this week and strolled 
alongside the production lines where 
Fticoh’s copiers and faxes are assembled 
by French locals (or sale throughout 
Europe. 

They saw where rollers for copying 
machines (Ricoh has the largest installed 
base of copying machines in Japan) 
are meticulously machined, painted 
and polished. They quizzed Ricoh's 
staff, most of whom grew up in the 
region, with hundreds of queries - 
especially about the new thermal paper • 
plant which many have watched rise 
over .the lest year, or so In the fields 
beside the existing factory, which opened 
in 1988. 

The crowds wandered around the 
special "memory garden" of Neolithic 
and iron Age remains which Ricoh 
unearthed when the company started 
to build its first factory in the late 1980s. 
Ricoh created the garden as a tribute 
to the ancient roots of a region which 
is one of the great crossroads of Europe. 

Considering the population of Colmar, 
with its half-timbered medieval houses 
and majestic cathedral, is only 60,000, 
the turnout bore remarkable witness 
to the impact which Ricoh has made 
in such a short time in this comer of 
north eastern France. 

Most modem 
paper format 

The first reels of thermal paper - used 
in fax machines and in hundreds of 
applications like for Instance rail tickets, 
aircraft boarding cards and points of 
sale labels - which came off the 
production line this week mark a 
significant step forward in Ricoh's 
integration within Europe. 

The thermal paper plant is the latest 
step in Ricoh’s European strategy, which 
began when the group established its 
first subsidiary in Europe in 1963. Today, 
from Its Dutch headquarters in 
Amsteh/een. Ricoh Europe BV 
co-ordinates its seven sales subsidiaries 
and a financial subsidiary as well as 
the Colmar factory and its sister plant 
in Telford. In England's West Midlands. 

The 150 jobs created by the Colmar 
thermal paper plant brings the total 
employed by Ricoh throughout Europe 
to around 2,400. 

One reason why Ricoh's new factory 
has attracted so much local attention 
is because Ricoh has always placed 
great importance in working closely 
with the local communities in which 
it has established business. This Is In 
spite of the fact that Ricoh is now a 
global group, employing 44,500 people 
In 127 subsidiaries and 27 modem 
production facilities worldwide. 

"It is essential to understand the needs 
of the local community and for the local 


community to understand the philosophy 
and aims of our company." says Koji 
Sawa, President and Director General 
of Ricoh Industrie France. 

KoJI Sawa found himself facing an 
early test of this philosophy in his very 
first days at Colmar. 

Local heritage 

No sooner had construction work started 
on the first factory in 1987 than 
7,000-year-old remains, rich in 
archaeological interest, were uncovered. 
Not only were Neolithic burial sites 
dating from 5,000 BC unearthed but 
also some 3,000-year old Celtic coins 
were found nearby, while Roman 
remains provided further proof of the 
site's historic past. Construction work 
had to stop immediately. A clash 
between cultural heritage and Industrial 
progress could easily have occurred. 

Instead. Ricoh moved quickly to 
quieten local fears. For Sawa the 
incident had a hidden bonus: 

"Our archaeological discovery meant 
that my first contact with the local 
community was not about business at 
all. Instead we discussed how to 
excavate and preserve these riches." 

This early lesson in working with the 
local community was to prove valuable 


when Ricoh wanted to build its new 
thermal paper plant Obviously, Ricoh's 
go-ahead for the new plant reflected 
Its satisfaction with the original decision 
to settle in Colmar, partly because the 
history of Alsace in the heart of Europe 
meant that its people spoke French and 
German with the young, in particular, 
speaking English as welt. Men and 
women from Alsace also had a 
reputation for open-mind ness and 
willingness to adapt 

"Ricoh's decision to push ahead with 
the thermal paper plant was seen as 
a vote of confidence In the region,” says 
Hubert Schwanger, the locally-born plant 
manager of Ricoh Industrie France, 
who has been heavily Involved during 
the last two years in the planning and 
Implementation of the new factory. 

Protecting the 
environment 

But first Ricoh had to overcome the 
environmental fears In the public mind 
which are associated with the 
development of any new plant today. 

Ricoh set out to quieten such anxieties 
in a number of ways. First It made sure 
that its plans were freely available to 
be seen and discussed by the public. 
Second, it took care that all its designs 


were in strict accordance with the DRIRE. 
the local environmental control agency. 
Third, it involved the relevant local 
authorities in its deliberations and 
explored with them all the various 
environmental aspects - noise, water 
run-off, subterranean water analysis, 
waste disposal, potential atmospheric 
pollution risks, etc. 

But Ricoh went even further. Where 
the company felt that existing regulations 
were too vague or unclear it bent over 
backwards to ensure that its own 
environmental measures were as 
rigorous and exact as possible. 

Take waste disposal, for example. 

Ricoh ruled out sending any waste water, 
despite being purified to its own 
satisfaction, back into the system. 

Instead the company spent FFr7m 
(roughly £700.000) Installing a 
sophisticated water treatment plant 
which evaporates ail remaining water 
and ensures that any waste material 
left over can be taken away and safely 
disposed of. 

Ricoh held its highly successful “Open 
Day” so that the local people could see 
for themselves what Ricoh was doing 
to ensure that the new factory could 
play its maximum part in the community, 
right down to the landscaping and 
planting of mature trees in the land 
around the new plant 


“1 liken ihe process to soaing nn 
elephant for the first time." says Ko(i 
Sawa. "People can try to explain to you 
what an elephant is like - but only 
when you seo it with your own eyes 
dD you realise what thoy havo bnun 
trying to describe So. wo can toil poopto 
what we aro doing, what wc aro making 
and so on . . . but only when thoy can 
see our factory, our products and 
everyone who works hero thoy can 
understand what we are trying to do 
in our business and with our lives.*' 

Feeding the European 
market 

By the time the new plant is fully 
operational it will be capable of 
producing 30.000 tonnes of thermal paper 
a year to supply the rapidly growing 
European market for such products. 

Sales of treated paper for thermal labels 
are growing around 20 per cent a yoar . 
reflecting toe rising reliance on 
point-of-sales systems and innovative 
uses from the retail, aerospace and 
automotive industries. Increasing use 
of facsimile machines is also creating 
a growing demand for thermal fax paper. 

The formal opening ceremony on 
Tuesday provided the local mayors ot 
the surrounding towns and other 
dignitaries with the opportunity to 
witness the investment in time, money, 
effort and technology which can turn 
giant reels of raw paper up to 15,000 
metres long into specially treated rolls 
as small as 15 metres In length. These 
are for use in Ricoh's sophisticated 
mobile fax which has won its place in 
the Guinness Book ot Records as the 
smallest fax at its type in the world. 

Itsuo Kawaji. managing director of 
the Chemical Division was present at 
toe ceremony along with Yoshiharu 
Moriya, chairman of Ricoh Europe BV, 
who emphasised that prior to the 
opening of the new plant his company 
had relied very heavily on imported 
thermal paper. Now Ricoh will be able 
to meet most of its European 
requirements from Colmar thus enabling 
Ricoh's customers to enjoy the benefits 
of local European production. 

With hard work and patience, Ricoh 
has produced at Colmar a blend of the 
best of Japanese research, inventiveness 
and product quality with the rich 
resources, skills and initiative of the 
peoples of one ot the oldest settled 
regions in Europe. 

Quite accidentally, this marriage was 
symbolised at this week's opening 
ceremony. Beside the red. white and 
blue of the French tricolour three large, 
brightly coloured Japanese carp flags 
weaved and billowed in the breeze 
blowing from the Vosges mountains. 
Celebrating "Boys Day" in Japan earlier 
this month, the black fish flag ("Father" 
carp), the red fish (“Mother" carp) and 
toe small blue fish ("boy" carp) 
described an equally old tradition of 
people from the other side of toe world. 

Today, international business giants 
such as Ricoh are bringing together 
the business experience, toe 
inventiveness and skills of both East 
and West to help create a more 
prosperous Europe and a better world. 
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NEWS: AMERICA 


Sales rise points 
to slow recovery 
by US economy 


By Michael Prow so in 
Washington 

US ECONOMIC reports 
yesterday provided further evi- 
dence of a slow recovery from 
recession. 

The Commerce Department 
said retail sales rose 0.9 per 
cent in cash terms last month, 
and by 4.4 per cent in the year 
to April. 

This was a stronger perfor- 
mance than expected, but fig- 
ures for March were revised 
down substantially to show a 
fall of 1 per cent rather than 
0.4 per cent. After seasonal 
adjustment, the April increase 
left sales slightly lower than in 
February. 

Consumer prices rose 0.2 per 
cent last month and by 3.2 per 
cent in the year to April, indic- 
ating that resumed economic 
growth is not yet putting 
upward pressure on inflation. 
Figures for producer prices 
released this week were also 
subdued. 

Following the report on Fri- 
day of a bigger-than-espected 


rise in payroll employment last 
month, the sales figures appear 
to confirm a gradual improve- 
ment in the economy. Some 
analysts, however, remain wor- 
ried that growth of personal 
incomes will be too weak to 
support continued sales growth 
at the April pace. 

The jump in sales was seen a 
reducing, but not eliminating, 
the chance of another small 
cut in interest rates. The Fed- 
eral Reserve remains con- 
cerned by very sluggish 
growth of the money supply. 

The retail improvement was 
led by car sales, which rose 2.9 
per cent last month and by 
more than 10 per cent relative 
to April last year. Excluding 
cars, retail sales rose 0.4 per 
cent in April. Sales of building 
materials and clothing were 
also strong last month. 

Excluding food and energy, 
which tend to be volatile, 
“core'’ consumer prices rose 0.3 
per cent last month, the lowest 
increase since January. Ann- 
ualised core inflation is run- 
ning at just under 4 per cent. 


Perot would win in 
California says poll 


By George Graham 
In Washington 

PRESIDENT George Bush and 
Governor Bill Clinton are mov- 
ing steadily towards a confron- 
tation in November, in the US 
presidential election, each hav- 
ing won two more primaries on 
Tuesday. 

But a new opinion poll 
showed that, in California, the 
largest state, they would both 
be beaten by Mr Ross Perot, 
the Texas businessman mount- 
ing an independent challenge 
for the presidency. 

Some analysts suggest that 
the disgruntled people most 
likely to tell a pollster that 
they would vote for Mr Perot 
are also the least likely to vote. 
But his supporters have sur- 
prised many with their ability 
to collect enough signatures to 
put his name on the ballot in 


states from Texas to Maine. 

Mr Bush was assured of the 
Republican party's presidential 
nomination before he took 
more than 80 per cent of the 
vote in Nebraska and West Vir- 
ginia this week. 

In the Democratic primaries. 
Mr Clinton won Nebraska with 
48 per cent and West Virginia 
with 74 per cent In the latter, 
he kept his challenger, former 
Governor Jerry Brown of Calif- 
ornia, below 15 per cent, 
thereby taking all 31 of the 
state's delegates to the Demo- 
cratic convention which will 
anoint the party's presidential 
candidate in July. 

Many political pundits have 
called the Arkansas governor’s 
results disappointing, but he 
has scored as well as Mr Mich- 
ael Dukakis, the Democratic 
nominee in 1988, at this stage 

Of the campaign. 


Brazil plans radical tax devolution to states and cities 


THE Brazilian government will 
outline radical proposals this week to 
halve the number of federal taxes and 
shift responsibilities for many pnblic 
services from the federal government 
towards states and municipalities, 
report Stephen Fidler and Christina 
Lamb in Brasilia. 

The reforms, aimed to enable the 
government to balance its books con- 
sistently. are seen as crucial for the 
success of Brazil's economic stabilisa- 
tion programme. 

Mr Ary Oswaldo Mattos Fllho, 


co-ordinator of the Fiscal Reform 
Commission, said In an interview 
that the proposals will be presented 
across the country to mass public 
meetings throughout next month. 

The final version will go to Con- 
gress only after municipal elections 
hi October. This means the govern- 
ment will have to continue to rely on 
tight monetary policy as its main 
weapon against inflation for at least 
the next six months. 

According to Mr Oswaldo. the main 
thrust of the reform will be to 


devolve greater responsibilities to the 
states and municipalities, transfer- 
ring services such as health and edu- 
cation from the federal government. 
It would reduce the number of major 
taxes to eight from 15. 

Under the proposals, the federal 
government would raise taxes in two 
ways - via excise duties on items such 
as fuel, cars, tobacco, drink, electric- 
ity and telephones; and through 
income tax. 

It would also broaden the base and 
lower the rates of the current Income 


tar, reducing heavy payroll taxes on 
companies, a focus of legal contro- 
versy. , 

For the states, the main source of 
revenue would be value-added tax 
and, for municipalities, a property 
tax applied to rural and urban areas. 

Under the 1988 Constitution, about 
half of tax revenues is transferred to 
the states and muncipallties. but 
without clear definition of their 
responsibilities. “We cannot reduce 
the tra nsfer of ftmds but we can pass 
to them the jobs they could perform 


better”, said Mr Oswaldo "At pr»- 
one cruzeiro leaving Bra^ fa: 
schoolbooks has to ffo 
much bureaucracy that J* ** worth 
only a f« w cents by the time it 
reaches Its destination.'* 
lie stressed that the planned torn- 
trallsation would “tapnnre efficiency 
andbring 

provider of services . He altered it 
would be politically jpopsOarUccaw 
mayors and governors could win etee- 
Sral support for building ami run- 
ning good schools and hospitals. 


Moreira sees 
debt deal soon 


By Stephen Fidler, Christina 
Lamb and Edward Mortimer 
in Brasilia 

MR MarcOio Marques Moreira, 
B razilian economy mini ster, 
expects to conclude an agree- 
ment in principle, during the 
next six weeks, on the restruct- 
uring of Brazil’s commercial 
bank debt. 

He also said for the first time 
that Brazil would be willing to 
contribute part of its foreign 
reserves to support the agree- 
ment with banks. This should 
ease the path to an accord over 
the $42bn (£23.7bnj in medium- 
and long-term debt. 

A sharp rise in Brazilian 
reserves over the past six 
months has helped allay fears 
that there would be insuffi- 
cient resources to back the 
debt agreement. Finance is 
necessary to pay for collateral 
to guarantee concessional 
bonds to be issued under the 
agreement. 

Mr Moreira insisted in an 
interview that the guarantees 
would still have to be phased 
in over time, as the volatility 
of reserves did not permit an 
Immpdifltp pjinnarlring of the 
funds. 

He said the growth in 
reserves was now be ginning to 
flatten out, although they had 
risen significantly since the 
last published figure of $llbn 
at the end of February. Inflows 
of capital had subsided since 
the government restricted, late 
last month, the ability of Bra- 
zilian entities to borrow 
abroad. 

The Br azilian economy, in a 
three-year recession, was bot- 


toming out, he believed. This 
was suggested by several fac- 
tors, including a 2 per cent 
increase in energy consump- 
tion over the first quarter of 
last year in Sao Paulo, respon- 
sible for 40 per cent of Brazil’s 
gross domestic product 

He denied that he was under 
pressure to relax the govern- 
ment’s tight fiscal discipline by 
releasing more money to the 
states and to the armed forces. 

There has been growing dis- 
content over the low level of 
pay in the military, particu- 
larly in comparison to that of 
the executive and legislature. 
A fighter pilot earns the same 
as a lift operator in Congress, 
Mr Moreira admitted, and said 
that such anomalies would 
have to be corrected over time. 

He said his priorities for the 
coming year included a reduc- 
tion of inflation, to 2 or 3 per 
cent a month from about 20 per 
cent now, and overseeing a 
sustainable return to growth. 

The minister wanted to com- 
plete the agreement with 
banks and to secure legisla- 
tion, among other things, for 
port deregulation, an end to 
some state monopolies, and fis- 
cal reform. 

Last week, the government 
confirmed it bad not met its 
first-quarter targets under a 
stand-by programme with the 
International Monetary Fund. 

Mr Pedro Parente, Brazil's 
planning secretary, indicated 
the extent to which govern- 
ment spending had been com- 
pressed during the first quar- 
ter, in a vain attempt to meet 
the target for the operating def- 
icit (current revenues less cur- 


Economy Minister Moreira: Easier path in prospect 


rent expenditures and debt 
interest). 

He said the government had 
foreseen expenditures of five 
trillion cruzeiros ($2bn at the 
present rate) in the first quar- 
ter of the year, but had spent 
only three trillion - a cut of 60 
per cent in real terms com- 
pared to the first quarter a 
year earlier. 

However, there was an oper- 
ating deficit of CrltUJ trillion, 
the target having been Cr5.6 
trillion. This was because 
interest payments on internal 


debt were Ci2B trillion above 
target - interest rates were 
higher than expected - while 
government revenues were 
Cr4.4 trillion less than expec- 
ted because of legislated delays 
in the collection of some 
important corporate taxes. 

The government hopes the 
delayed tax payments will 
begin to flow this month, inter- 
est rates having already fallen 
from first-quarter levels. Mr 
Parente said he was thus still 
convinced the government 
could meet half-year targets. 


Sharp increase 
likely in US 

bank insurance 


By George Graham 
in Washington 

US BANKERS are bracing 
themselves for a sharp 
increase, next January L, in the 
premiums they must pay to the 
Federal Deposit Insurance Cor- 
poration. 

• The FDIC, the government 
agency (hat guarantees deposi- 
tors if their bank foils, had its 
reserves wiped oat by a wave 
of bank failures in the 1980s. It 
has proposed a new premium 
formula that would make 
weakly capitalised banks pay 
substantially higher rates than 
those with solid capital bases. 
Even the strongest banks, how- 
ever, would have to pay higher 
premiums than they do now. 

But bankers complain that 
the stifier premiums will force 
more weak banks out of busi- 
ness and compel even the 
stronger hanks to be more con- 
servative in their lending - 
just as the US government is 
urging them to ease a possible 
“credit crunch” by lending 
more, especially in risky inner- 
city areas. 

“This is mandating a conser- 
vative mentality for the rest of 


this decade,” said Mr Kenneth 
Guenther, executive vice-presi- 
dent of the Independent Bank.-? 
ere* Association of Amferica. 

The proposed changes to the 
FDIC premium structure are 
av ailab le for public comment, 
but opponents of the increase 
do not expect to be able fo 
influence more than details of 
the new premiums. 

The FDIC proposal would 
increase the level of premiums. 

from 23 cents per $100 of depos- 
its to an average of 28 cents, 
and could levy an additional 
$1.5bn a year of premiums. 
Well-capitalised banks would 

pay 25 cents; the weakest a 31 
cents premium. 

Advocates of the premium 
increase believe it is needed to 
replenish the Bank Insurance 
Fund (BIF), which the FDIC 
manages. The administration 
reckons the fund will have a 
deficit of S2bn this year, clim- 
bing to a peak of $39bn in 1996. 

However, others argue that 
these projections greatly exag- 
gerate the BIF*s like ly deficit 
Also, higher premiums could 
slow economic growth and so. 
have a negative impact on the 
fund. 


More federal loans for LA 


PRESIDENT George Bush has 
approved an additional $600m. 
in federal loans to help victims 
of the Los Angeles riots, the 
White House spokesman said 
yesterday. Reuter reports from 
Washington. 


The Federal Home Loan 
Bank Board system would pro- 
vide additional low-interest' 
loans to double the federal loan 
assistance for those who suf- 
fered in the three days of riot- 
ing this month. 
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NEWS: WORLD TRADE 



in £4.5bn gas 




By H«|g Sfanoofan ia Wan 

ENEL, Italy’s state-owned 
electricity generating utility,. 
Ins signed one of the woricTs 
biggest long-tenn energy sup- 
ply contracts wfth Nigeria in a 
liquefied natural gas deal 

worth around L 10 , 000 bn 

(£4jam) over 20 years. 

- The t ra p aacUra, gt n rt ^ n p tn 
1397, marfa a farther dr vaaHI - 
cation of supplies fin- the ener- 
gy-dependent I frlhnir ft is the 
first direct liquefied natural 
gas deal between a big Euro- 
peanelectricfty utility and an 
energy producing country. 

-ENEL wlQ buy 3.71m cubic 
metres of gas a year from a 
new plant being built by 
Nigeria Liquified Natural Gas, 
a Nigerian goveniuMUt-owned 
company in which SMt Agip 
and Rtf are tfso 
Small er quantities of gas will 
also be supplied to nttHriea in 
Spain,. Fiance and the US. 

The price ENEL will pay wIB 
be indeued to thatuf crude and 
refined oil, as well as coal, but 
the value at the contract is 
expected to amount to L5O0im 
a year. .- 

Once; the- liquefied gas 


arrives in Italy, it wfD be pro- 
cessed at a sew facility at Mon- 
tabs <fl Castro in the central 
.Lazio region. The plant win 
supply a 3£)0 HW power sta- 
tion to be bufli nearby. 

ENEL currently uses 6-7bri 
ca m. of natural gas a year, but 
expects consumption to rise to 
2fr25bn cu m by the year 2000 
after a number of Asia are 
completed. 

Around 6tm cn m of Algerian 
gas will be supplied via an 
undersea Mng built 

by the Italian state-owned 
SNAM group, wftffe a - farther 
LSbn cn m will be imported in 
liquid form. Meanwhile, talks 
are under way with Norway to 
supply 34t m cn m, while fur- 
ther supplies may come from 
Qatar. The new contracts 
«hnnM frgfp to mcnpiK the 
uncertainly sur ro un ding 
to import 4bn cn m of gas from 


Italy uses around 50bn cu m 
of natural gas to generate dee- 
tricity and for domestic pur- 
poses, SO per cent of which 
cones from Algeria and Rus- 
sia. Future consumption is 
expected to rise to $0bn cu m, 
three-quarters of it imported. 


Transport groups 
form alliance 


By Hilary Baraee and Sarah 
P fgrt ngton In Cope ahagu 

GERMANY’S Thyssen Hanlel 
Logistic (THL) yesterday 
announced the find steps in a 
Europe-wide shipping and 
transport affiance.. 

It is to link with Denmark’s 
DFDS group and Austria’s 
Schter. Otten. Further partners 
for THL Europe Affiance are 
being sought in Greece, France 
and Italy. . 

Under the aTKanre, DFDS, 
which operates Scandinavian 
Seaways shipping services in 
the North Sea and overland 
haulage, will take over THL’s 
overland transport businesses 


in the UK, Netherlands and 
Belgium. THL, part of the 
Thyssen group, will take over 
DFDS operations in Spain and 
Hamburg. The alliance will 
operate in Germany, Switzer- 
land, Spain, Scandinavia, the 
UK, Netherlands, Belgium, 
Ir eland and Portugal. 

Mr (He Frie, manager of the 
DFDS transport division, said 
the a ffanre was an alternative 
to the acquisition policy pur- 
sued by other major European 
haulage , groups over the past 
few years. He said the affiance 
would yield the. advantages of 
acquisition without the costs 
and the problems associated 
with integrating companies. 


Gatt ruling 
fuels 
US/EC 
tension 

By Frances wmiams in 
Ben— and Andrew HP 
In Brussels 

A GATT disputes panel has 
mled tpdnrt the US after a 
complaint by the Eur opean 
Comm unity over Washington's 
“Buy American" policy. 

The panel said the proposal 

to buy a sonar mapping system 

broke rules on government 

p r oc ure ment under the Gen- 
eral Agreement on Tariffs and 
Trade and that 

the U5 should open bidding for 
the s ystem to overseas suppli- 
ers. 

However, the PS. which dis- 
putes the panel’s interpretation 
of Gatt rules, yesterday 
opposed adoption of the report 
by the worid trade body’s gov- 
ernment procurement commit- 
tee. Reports have to be adopted 

by consensus outer Gatt proce- 
dures. The report will come 
back to the committee at its 
meeting in June. 

The dispute relates to the 
purchase of a S2.4m sonar map- 
ping ayMtem — an underwater 
radar system, which uses ultra- 
sound to detect objects. The 
purchase was part of a 1989 
e o nto mr t for Antarctic research 
support services between the 
National Science Foundation, a 
US government agency, and 
Antarctic Support Associates, 
a private company. The US 
Congress imposed a “buy 
American * requirement. The 
admudstrafion argued (he pur- 
chase was not covered by the 
Gatt code, which does not 
apply to service contracts. 

The pa*w»i ruled that the pur- 
chase constituted gover nm ent 
procurement even though it 
would be done through a pri- 
vate company, because the US 
government was patting up the 
money and would own the 
annar mapping syste m. 

Tension between the EC and 
the US has mounted since Feb- 
ruary, when Mrs Carla Hills, 
US trade r e p r e se n tative, set a 
January 1 deadline for the 
rni pncWnn of sanctions unless 
the EC altered its public pro- 
curement legislation. 

On Tuesday, the EC urged 
the US to discrimination 

against non-US companies ten- 
dering for puhlic contracts and 
to ntfl sanctions. 


French ports in a storm over 
reform of dock labour scheme 


By WBBam D— in Praia 

FRENCH dockers are to step 
up their seven-month cam- 
paign of strikes against plans, 
presented to partiamait yester- 
day, to scrap their 45-year-old 
protected status. 

The reform of the dock 
labour scheme is a long- 
delayed attempt to restore the 
competitiveness of French 
ports against cheaper and 
more efficient competitors in 
Bpigtyfi nnH f>w» Netherlands. 

The reform would transform 
dockers into normal salaried 
workers and give freight han- 
dling companies the right to 
decide how many employees 
they need . The nu m hfrr of jobs 
in toe docks and their distribu- 
tion between ports would no 
longer be doHriod centrally, 
except for temporary workers. 
Dockers out of work would 
receive ordinary unemploy- 
ment benefits, rather than be 
paid through a central oxgani- 
am 

France is one of the last 
European countries to attempt 
to modernise labour practices 
in its ports and accordingly 
ha* Jost hilKnrue ct f rtmrs Qf 

port traffic to Antwerp and 
Rot te r da m, easily reached by 
rail, motorway or canal. 

The problem has been worry- 
ing the government for years, 
but has been too sensitive to 
tackle until now because the 
docks are one of the last 
strongholds of the well organ- 
ised aggressive commu- 
nist-led trade union, the CGT. 
The 1947 ports labour law gives 
the CGT a near-monopoly on 
fobs in the docks and the sys- 


t»l foiHoBWiMaJ- 



tern of a central ports labour 
office wad* it hard to dis- 
miss surplus workers. 

However, political sympathy 
Cm tire CGT d fdinwi al on g 
with support for the commu- 
nist party. There Is a growing 
consensus between the main 
narties. and «g perf»ny among 
industrial companies, that 
France can no longer afford 
the dd restrictive practices. 

Over the past decade, the 
share of French exports to pass 
through its sea ports has fallen 
from 75 per cent to 59 per cent, 
while their share of imports 
has friign from 35 per cent to 
33 per cent. Over the seven 
years to 1990, the share of 
French sea-born exports to go 
through foreign ports has 
nearly doubled from is per 
cent to 29 per emit 


This has cost France heavily. 
The government estimates that 
FFr21 Obn (£21.2bn) of French 
exports and Imports went 
through non-French ports last 
year, while the dockers’ strikes 
cost freight handlers around 
FFrlbn in lost charges. 

It is surprising the damage 
has not been greater, given 
that that French pests are so 
overmanned that dockside han- 
dling charges - by far ship- 
pers’ biggest single port cost - 
are between 30 per emit and 50 
per cent above the European 
norm. 

The reform is now being 
pushed hard by the maritime 
affairs minister. Mr Charles 
Jossehn, who rims to get them 
passed by parliament next 
month. 

The CGT reckons about half 


the 8.300 dockers will lose their 
jobs IT Mr Josselin gets his 
reforms. It is unimpressed by 
government offers of early 
retirement and redundancy 
payments, plus retraining. 

In response, the union has 
called 31 short strikes since 
October, the must recent a 
week-long stoppage, starting 
last Monday, timed for the par 
liamentary debate. Yesterday, 
the CGT also held demonstra- 
tions in Paris and the main 
ports. 

Freight handling companies 
want that more French ship- 
pers will be tempted to cheaper 
and more reliable ports In Bel- 
gium and Holland for good if 
the strikes get much worse. 
But neither the government 
nor the CGT are in a mood to 
give in. 


Turkmens in trade deal with Iran 


By GBBvt Tett 

TURKMENISTAN has readied 
a transport, law k ing teaA» 
■ p r nHm <»n i with its neighbour, 
Iran. 

The deal, agreed during a 
visit by Iranian President 
Akbar Haaheml Rafoaqjani to 
the former Soviet republic, 
considerably expands Iran's 
economic influence in the 
region. It follows the failure 
last weekend of a joint cen tr al 
Man, T urfrfah, Pakistani and 


Iranian summit to agree on 
economic co-operation, and is a 
setback to Turkish efforts to 
curb Iran’s economic role in 
the region. 

Under the agreement, a joint 
banking and customs system 
will be established between 
Turkmenistan »wd Tran. 

Road and rail links will be 
completed. According to Mr 
Motaen Nurbakhsh, Iranian 
finance minister, the $500m 
(2282m) cost of the railway will 
be primarily bom by Iran. This 


is in addition to fSOm of Ira- 
nian credits to Turkmenistan 
announced last week. 

“What we are offering them 
is the chance to export goods 
via the Persian Gulf,* said Mr 
Nurbakhsh. who envisaged 
that raw materials, including 
Uzbek cotton sine , Kazakh 
oil and Turkmen natural gas 
could soon be exported 
through this route. 

A second project to 
build a gas pipeline from 
Turkmenistan to Iran had also 


been agreed, Mr Nurbakhsh 
said, a deal for the purchase of 
19bn cubic metres of Turkmen 
gas by Iran has been signed, 
with plans to expand this once 
the pipeline had been com- 
pleted. According to Mr Nur- 
bakhsh, some of this gas would 
be used in Iran, and some 
exported to the west, and 
Turkey. 

Discussions were continuing 
about a controversial oQ pipe- 
line between Turkmenistan 
and the Gulf. 


Central 
American 
states form 
trade bloc 

EL SALVADOR, Guatemala 
and Honduras have ag reed to 
create a free trade xotie across 
their three countries and to 
accelerate central American 
integration, Reuter reports 
from Ocotepeque, Honduras. 

The accord will allow unres- 
tricted movement of almost all 
goods and capital acro ee the 
three countries and establish 
uniform customs duties on 

jfitpflr ta. 

Annual trade between El 

Salvador, Guatemala and Hon- 
duras currently runs at some 
2800m. The free trade zone cre- 
ates a market of some 20m 
people, in which total imports 
arc estimated at feJUm. 

EC aid for textile 
restructuring 

The European Commission 
yesterday finalised a EroSOOm 
(CSSOm) aid programme to 
help power area of the Com- 
munity re s tr u cture their tex- 
tile Industries, and so Indi- 
rectly to reduce protectionism 
against imports, writes David 
B uchan in Brussels. 

The chief beneficiary of the 
aid, to be spread over 1993-97. 
will be Portugal, where tex- 
tiles account for one third of 
xnannfoctiired exports. Lisbon 
had been promised the aid In 
return for not obstructing an 
opening op of the EC market 
to textiles from central Europe 
and possible moves towards 
free trade with north Africa. 

Taiwan denies 
currency complaint 

Taiwan's central bank gover- 
nor Mr Samuel Shieh yester- 
day rejected US allegations 
that it had manipulated the 
exchange rate to maintain 
export competitiveness, writes 
Luisetta M utile In Taipei. 

The Taiwan dollar finished 
at a record high of 24 SI to the 
US dollar, as dealers antici- 
pated further US pressure to 
let the currency appreciate. 

The local currency has been 
under strong upward pressure 
largely as a result of the 
island’s large trade surplus 
and high interest rates. 
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UK rejects Brussels 
budget proposals 


By Philip Stephens, 

Political Editor 

MR NORMAN LAMONT. the 
chancellor of the exchequer, 
flatly rejected yesterday the 
European Commission's plans 
for a steep rise in the Brussels 
budget and added a warning to 
his cabinet colleagues to rein 
back their domestic spending 
ambitions. 

In his first set-piece speech 
to the House of Commons since 
the general election, the chan- 
cellor said control of the EC 
budget was essential to bis 
plans to hold down public 
spending and borrowing. 

He dismissed as as an "ambi- 
tious shopping list" the plan by 
Mr Jacques Defers, Commis- 
sion president, to progressively 
raise the ceiling on the EC's 
resources. Stressing that there 
were "greater priorities” than 
increases In spending, he said 
there could be “no question" of 
Britain accepting a reduction 
in its rebate from Brussels. 

Mr Lament's officials said 
that Mr Delors' proposals could 
add £lbn a year to Britain’s 
contribution, which will reach 
£2.4 bn this year even after the 


rebate. The debate over Com- 
munity resources is expected 
to dominate its business dur- 
ing much of the second half of 
this year after Britain assumes 
the presidency in July. 

Reviewing the domestic out- 
look, the chancellor said that 
he was confident that the 
promised economic recovery 
would become "firmly estab- 
lished” during 1992 as 
increases in real disposable 
incomes fed through into 
higher consumer spending. 

But with the main economic 
indicators still mixed and min- 
isters braced for official figures 
later today showing that unem- 
ployment remains on an 
upward trend, he was careful 
not to put a more precise time- 
table an his forecast 

The chancellor was also cau- 
tious about the prospects for 
further reductions in Interest 
rates, emphasising that his pri- 
ority was to seize a “once-ln-a- 
generation chance" to push 
towards price stability. He pre- 
dicted that producer price 
inflation would fail below 2 per 
cent in 1993. 

Facing charges from the 
Labour party that the Treasury 


is already set to overshoot the 
target set out in the March 
budget, Mr Lamont insisted 
that he was sticking to the 
forecast of a £28bn public bor- 
rowing target in the current 
financial year. But he repeat- 
edly sidestepped opposition 
demands to spell out when the 
government would meet its 
commitment to return the bud- 
get to balance. 

In a warning to bis cabinet 
colleagues, he said the Trea- 
sury’s plans for a steady reduc- 
tion in borrowing meant- that 
their could be no overshoot in 
its spending plans for the next 
three years. With several 
departments already preparing 
bids for next year which would 
breach the £244.5bn target, his 
comments foreshadowed 
intense wrangling in this 
autumn's spending round. 

The budgets of the defence,, 
home and transport depart- 
ments are obvious targets for 
savings, but education and 
health can also expect Car less 
generous settlements than in 
recent years. Higher-than-ex- 
pected unemployment will 
force another big increase in 
social security payments. 


Warning issued on move to single currency 


By Peter Marsh, 

Economics Staff 

A WARNING about the 
practical diffic ulties involved 
in the move to a single Euro- 
pean currency was delivered 
last night by Mr Eddie George, 
deputy governor of the Bank of 
England 

In a speech at Hull Univer- 
sity. Mr George questioned the 
timetable for European eco- 
nomic and monetary union 
(Emu) and the credibility of 
the proposed European Central 


Bank (ECB). The remarks by 
Mr George - a noted sceptic 
on Emu - may influence MPs 
ahead of next week's Commons 
debate on the Maastricht 
treaty, which last December 
set the framework for a move 
to union later this decade. 

Mr George also held out little 
prospect of any early move by 
the government to reduce base 
rates further, following last 
week’s 0.5 point reduction to 10 
per cent. But in the longer 
term be hinted at the possibil- 
ity of bringing UK rates lower 


than those in Germany, on the 
proviso that Britain kept infla- 
tion low and retained the confi- 
dence of financial markets. 

On Emu Mr George said that, 
given the practical difficulties 
ahead, the schedule as set out 
at Maastricht looked ambi- 
tious. Under the Maastricht 
plan, the final stage of Emu 
will start up with or without 
Britain by 1999. 

The problems included con- 
verting national currencies 
into European currency units, 
and producing the necessary 


new coins and notes. Another 
was in establishing Ecu pay- 
ments systems. 

Mr George was particularly 
sceptical about the operation of 
the ECB, which in the final 
stage of Emu is due to adminis- 
ter the single currency mid set 
pan-European interest rates. 

He said the central bank 
might be “vulnerable to mis- 
judgment and to outside influ- 
ence” and would find it diffi- 
cult to gain credibility on 
financial markets. 

In terms of determining the 


correct level of Interest rates, 
the ECB would be (Seed with 
huge problems in monitoring 
how factors such ns financial 
liberalisation affected the pan- 

European economy. 

Tainting different aspects of 
the money supply across 
Europe would be difficult, 
riven the complexities of the 
flow of money across national 
borders. Mr George said that 
for all the discussion about the 
generalities of Emu not enough - 
work had been done on the 
practical details- 


Tour groups suffer dismal year 


By Gary Mead 
and Be than Hutton 

BRITAIN’S tour operators had 
a dismal year in 1990-91, and 
the current 12 months could 
prove even worse. An expected 
post-election surge in package 
holidays has failed to material- 
ise, leading to a wave of deep 
discount offers. 

A number of tour operators 
have cut the price of May and 
June holidays by as much as 60 
per cent in an effort to fill 
empty seats - in some cases 
up to quarter of their capacity. 

Thomson, the largest opera- 
tor, has been discounting 
heavily. Last-minute bargain 


seekers can pick up a Thomson 
fly-drive holiday to Florida at 
£199 wbich would: normally 
cost over £400. 

The Civil Aviation Authority 
yesterday published figures 
showing that tour operators 

had over-capacity of 1.6m holi- 
days in the year to September 
30 1991, turnover of £440m less 
than the industry predicted. 

The 40 largest operators had 
obtained CAA licences for 
lL9zn passengers, but actually 
carried only 10.3m. This year, 
tour operators have told the 
CAA they expect to carry 
passengers, an increase 
of more than 30 per cent on 
last year's actual figures. 


CAA licences for this year 
project turnover of £4.44bn, 
a substantial increase on 
both the forecast for 
1990-91 (£3.65bn) and the 
actual turnover achieved 
(£3.21bn). 

But Thomas Cook, the travel 
agent said that "those in the 
industry who expected a post- 
election expansion of package 
holiday demand have been dis- 
appointed. The market is not 
as buoyant as some predicted”. 

Holidays for May and June 
have “not been selling as well 
as would have been liked" 
Thomas Cook said. 
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National 
training 
programme 
in jeopardy 

By David Goodhart 
and Andrew Adonis 

THE 1,000 business leaders 
responsible for the govern- 
ment's training programme 
have warned ministers that 
the national training structure 
is on a “knife-edge" and may 
collapse unless they are 
allowed greater freedom from 
bureaucratic interference. 

A confidential memorandum 
submitted by leaders of the 82 
Training and Enterprise Coun- 
cils (Tecs) to Mrs Gillian Shep- 
hard, the employment secre- 
tary, warns that without 
“major reform” the 1,000 
senior executives running the 
Tecs “will simply walk away”. 

"There will be no mass pro- 
test,” says the memo from 
G10, the body which repre- 
sents Tecs. "But their effec- 
tiveness will drain away into 
the sand of inertia". 

The Tec leaders are scathing 
about the extent of govern- 
ment bureancracy and the 
absence of a clear cross-gov- 
ernment approach to training. 
They say that Tec successes 
are now jeopardised by “a wel- 
ter of administrative proce- 
dures" and cite interference in 
their accounting and business 
methods from Department of 
Employment officials. 

They are anxious to win 
more discretion in the way 
they manage the two main 
training programmes: Youth 
Training (YD. which provides 
up to two years training for 
300,000 teenagers, and 
Employment Training (ET), 
which provides up to one year 
training far 149,000 unem- 
ployed adults. Few of these 
trainees get foil-time Jobs. 

They doubt whether it is 
cost effective to retain the 
existing guarantees of a place 
on either ET or YT and claim 
it cannot be done without 
additional funding. “It Is ques- 
tionable whether the best 
value for money is obtained 
when the main focus is on the 
long-term unemployed”. 

A loosening of the guarantee 
would be politically controver- 
sial and might raise the head- 
line rate of unemployment 
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British Aerospace delivered the l.OOOth set of wings yesterday for the European Airbus programme. They were for an Airbus A310, to be operated by 
Mexican charter airline Aerocancun. It has taken Airbus 21 years to produce 1,000 aircraft but this will be doubled lu the next four years. 


Lautro fines insurer £65,000 


By Norma Cohen, 

Investments Correspondent 

NORWICH UNION, one of the 
UK's largest life insurers, has 
been ordered to pay £65,000 In 
fines and costs for misleading 
advertising, the first such fine 
to be levied by regulators on a 
life insurance company. 

Lautro, the self-regulatory 
body for the insurance indus- 
try. said yesterday that the 
£50,000 fine and £15,000 in costs 
incurred by Norwich Union, 
are the first since it was 
granted authority to levy such 
fines last aut umn . 

Its disciplinary committee is 
reviewing eight or nine other 
cases against life insurance 
companies which may also 
result in fines. Most of these 
Involve life insurance compa- 
nies’ failure properly to control 
their sales agents. 


Lautro is widely seen as hav- 
ing taken a tougher stance on 
life industry sales practices in 
recent months, following rising 
complaints about mis-selling 
by sales agents. 

The fines against Norwich 
Union stem from a four-page 
advertisement in the Sun 
newspaper on April 25 1991 
offering a 15-year savings plan 
with initial monthly premiums 
of £10 or £20. Lautro said the 
style, layout and presentation 
of the advertisement made the 
material indistinguishable 
from the Sim's editorial mate- 
rial so that readers could have 
believed they were reading a 
journalist's independent 
account of a product 

The advertisement was 
placed in the Sun by one of 
Norwich Union’s so-called tied 
agents, which do not work for 
the company directly but sen 


its products exclusively and 
earn commissions for each pol- 
icy sold. Lautro has said that 
tied agents account for a dis- 
proportionate number of com- 
plaints against life insurers. 

The tied agent SunCare. was 
a subsidiary of Sedgwick 
Group, a national chain of 
financial services brokers, and 
was formed for the sole pur- 
pose of the Sun promotion 
campaign. SunCare no longer 
exists. Norwich Union said it 
planned to continue offering its 
products through Sedgwick 
subsidiaries. 

Norwich Union said 6,000 
people responded to the adver- 
tisement of whom roughly 
4,500 took up the offer. At the- 
request of Lautro, it wrote to 
all clients to say the product 
did not have the Sun’s endorse- 
ment - which resulted in only 
two requests for refunds. 


Lloyd’s faces losses over 
shuttle rescue mission 


By Richard Lapper 

UNDERWRITERS AT Lloyd’s 
of London stand to pay claims 
of around $20m if attempts to 
rescue the Intelsat VI satellite 
are unsuccessful 
Astronauts from the NASA 
space shuttle Endeavour were 
scheduled to make a final 
effort to rescue the communi- 
cations satellite last night. 

Lloyd's insurers, led by 
underwriters Mr Michael Mar- 
chant and Mr Stephen Merrett, 
as well as a number of interna- 
tional companies insured the 
rescue mission on behalf of 
Intelsat's 122 partners. 

The insurance policy, 45 per 
cent of which is placed in 
Lloyd's, covers $44m of the 
S147m cost of the mission. 

If the rescue is successful 


Intelsat will offset the costs of 
the mission against expected 
revenues instead of cl aiming 
on the policy. 

Intelsat paid for the rescue 
because the satellite because 
The Intelsat partners who 
bought the policy are under- 
stood to have a paid a pre- 
mium of $13 .2m, around 30 per 
cent of the cost of the mission. 
Other Intelsat partners opted 
to self-insure. 

The satellite was originally 
launched two years ago but 
was left stranded at low alti- 
tude following the malfunc- 
tioning of a motor. Two previ- 
ous rescue missions have 
foiled. 

Worldwide premium income 
from satellite insurance 
amounts to around $400m a 
year. 


Students come from Russia with love of capitalism 

Peter Norman encounters some young financiers keen to learn the lessons of Britain’s banking system 


T HEIR resolve stiffened by an 
outward bound course in the 
Welsh mountains, the first of 
up to 1,090 young Russians will 
shortly begin working with British 
financial institutions under a scheme 
initiated by Mr Norman Lamont, the 
chancellor of the exchequer, to spread 
practical knowledge of the market 
economy in the former Soviet Union. 

Last night, the Erst pilot group of 20 
"secondees" and their employers 
attended a reception in Downing 
Street to mark the start of what has 
become known as the Chancellor's 
Financial Sector Scheme. 

The idea is that banks, building 
societies, insurance companies, bro- 
kers, accountants and solicitors 
across Britain should provide jobs for 
financial services personnel from Rus- 
sia and the other former Soviet repub- 
lics for between six months and a 
year. On their return they will 
become an elite corps that will help 
build the finannlal leg al and account- 
ing infrastructure needed to modern- 
ise the former Soviet Union, 

“A modern financial system is basic 
to the future of Russia," Mr Lamont 
told the Financial Times. "1 think 
they need help there. By asking each 


company really to make a small sacri- 
fice, just to pay somebody for a short 
period of time, it seemed to me that 
by harnessing private effort we really 
could achieve quite a lot." 

Having met five of the Russians this 
week, it seemed more likely that the 
first group of employers - which 
range from N M Rothschild and Sons 
in the City to the Marsden Building 
Society in Lancashire - will be gain- 
ing a valuable asset rather than mak- 
ing a “small sacrifice” by employing 
the secondees. 

All were extremely keen to start 
work around the end of this month 
after completing an intensive course 
in business English and finance. They 
also proved to be surprisingly know- 
ledgeable, reflecting, in some cases, 
intensive study of capitalist ways. 

Mr Viatchesiav ButyrsM, at 28 the 
head of securities trading at Prom- 
stroybank in Moscow, was looking 
forward to six months with Swiss 
Bank Corp in London in which he 
would be able to relate his theoretical 
knowledge of share and bond trading 
to modern practice. He obtained a 
degree in capital market studies from 
the USSR Institute of Banking before 
joining the 70 year old Promstroybank 


after it had been converted into a 
joint stock bank a year ago. 

Ms Marina Kruplna, 37, will be 
working in Cardiff with the Bank of 
Wales where she hopes to learn how a 
medium sized western bank operates. 

M 1 will work in 
Lloyds Bank and will 
try to find something 
really good for the 
Russian economy. 

I want to be an expert, 
the best in my sphere” 

She says she has already gained some 
insight into western accountancy and 
taxation practices after working at 
Promstroybank for five years cm Joint 
ventures with foreign firms. 

As one of the owners and directors 
of Marks Ltd, a private sector finan- 
cial consultancy and stockbroker, Mr 
Igor Kostikov, 33, is already an entre- 
preneur in his own right. His already 
varied career began with the study of 
Marxist political economy. But he 
claims that he has spent 6 years 


acquiring expertise about the British 
economy. 

The main computer centre of the 
USSR Ministry of Finance may seem 
an odd apprenticeship for a stockmar- 
ket career. But Ms Elena Shakhurina, 
26, is now a fervent advocate of priva- 
tisation and looking forward to apply- 
ing experience acquired with Nikko 
Europe PLC when she returns to 
Moscow’s International Stock 
Exchange in six months time. 

Just a year ago, Mr Max Diakonov, 
aged 22, graduated from Moscow’s 
finance academy and joined the inter- 
national department of Inkombank, 
one of Hie new Russian commercial 
banks, as head of correspondent bank- 
ing. 

“I have very good relations with 
western banks. But I don’t have 
enough experience. That Is why I am 
here. I will work in Lloyds Bank in 
London and Birmingham and try to 
find something really good for the 
Russian economy," he says. “1 want to 
be an expert, the best in my sphere." 

This first batch of secopdees are 
impressive. But officials from the 
British Council which is managing 
file scheme, point out that the first 
candidates “self selected” themselves, 


after hearing about the plan on the 
Moscow gossip circuit or having been 
tipped off by employers that were in 
close contact with the British 
Embassy or British Council in 
Moscow. They then had to go through 
a rigorous selection procedure, includ- 
ing tough test in English. 

Sir Derek Thomas. European 
adviser to NM Rothschild who helped 
to interview the candidates, has no 
doubt that Russia and the other 
republics will make the transition to 
the market economy if the pilot group 
is representative of young Russians as 
a whole. 

Some &X) UK firms have promised 
to take on a seeoadee. “And If we can 
get UNO people, that actually is a 
very big thing," says Mr Lamont But 
the young Russians now in Britain 
are under no illusion that the hard 
work begins once they return home. 
As Mr Diakonov says: “The main aim 
Of the scheme is to help but not to 
solve our problems.'’ 

The Chancellor's Financial Sector 
Scheme, The British Council. Projects 
Division. 20 Bedfordbu.ru, London 
WC2N 2BL Tel: 071 389 8350 
Fax: 071 SS9 8399. 
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Morton calls 
for 10 new 
“Eurolinks” 

Sir Alastair Morton, chief 
executive of Eurotunnel has 
called for 10 new “Enrolink" 
projects to provide transport 
routes from the UK to the Con- 
tinent following completion of 
the Anglo-French Channel tun- 
nel 

Sir Alastair, addressing the 
Royal Society of Arts, stressed 
that the UK was in danger of 
being marginalised by the 
shift in the EC's centre of 
gravity towards the newly-lib- 
erated countries of the east. To 
counter this, the UK needed to 
modernise its transport infra- 
structure. He said the links 
should be paid for with reve- 
nue from a new transport and 
environment tax. 

Among the rentes he listed 
were rail links between Lon- 
don and tbe Midlands and the 
north-west, extra Thames 
crossings, and the introduc- 
tion of tolls on file H25 to dis- 
courage local traffic. 


Manufacturing 
ready for upturn 

Many British manufacturing 
companies have taken positive 
action during the recession to 
take advantage of an economic 
upturn which Is already under- 
way, according to a survey 
published - by Coopers & 
Lybrand Deloitte. m anagement 
consultants.'. . 

The survey of 450 of Britain’s 
biggest manufacturers, con- 
ducted by Gallup, shows that 
most have implemented cost 
reduction programmes and 
speeded up the introduction of 
new products. They have also 
invested more in new produc- 
tion processes, increased 
export business and improved 
delivery times. 


Unions reject 
Dockland plan 

Government officials' unions 
have bitterly attacked plans to 
relocate 2,000 civil servants 
from the environment and 
transport departments to Lon- 
don's Docklands. 

The transfer, due to be com- 
pleted by the end of December 
1993, is expected to be to 
Canary Wharf. Europe’s larg- 
est property development 
owned by the beleaguered 
Olympia & York. 

The First Division Associa- 
tion, which represents senior 
government officials - civil 
servants - accused ministers 
of spending public money to 
bail out private sector prop- 
erty developers. 


NAO criticises 
power sell off 

The government could have 
increased its proceeds from the 
privatisation of the electricity 
distribution industry in 1990 by 
clawing back part of the profits 
which the companies reported 
in the subsequent year, accord- 
ing to the National Audit 
Office. 

In a report on the sale of the 
12 regional electricity compa- 
nies, the office said the Depart- 
ment of Energy considered 
such a move but decided 
against because it could have 
hit the companies’ dividend 
payments, and reduced the pro- 
ceeds. 


New jobs at 
industrial park 

More than 9,600 .Jobs have 
been created In Trafford Park, 
Greater Manchester, in the 
last five years, according to an 
census the park's development 
corporation - set up by the 
government in 1987 to counter 
the decline of traditional 
industry in north west 
England. 

Trafford Park, Europe's first 
industrial estate, bouses 1,188 
companies, a rise 460 since 
1987, and it now employs 
34,492 people. 


Police save 
£lbn from fraud 


The City of London Police 
said In its annual report that it 
recovered, or saved front fraud 
attempts, nearly £lbn last 
year. The figure did not 
include the frauds involving 
the Bank of Credit and Com- 
merce International and Mr 
Robert Maxwell. Manpower in 
the force's company fraud 
department was increased by 
50 per cent to handle the rise 
in largo scale fraud. 

The report’s authors called 
for more effective self-regula- 
tion among financial institu- 
tions as fraud attempts 
increased by up more than 70 
per cent. 


Tool producer 
wins orders 

Jones & Shipman, the Leices- 
ter-based machine tool manu- 
facturers, announced more 
than £500,000 worth of domes- 
tic and overseas orders and 
claimed there were signs that 
manufacturing industry was 
beginning to pull out of tbe 
recession. 

The orders, revealed during 
MACH 92, the four-yearly Brit- 
ish machine tool exhibition 
being staged in Birmingham, 
follows the announcement of a 
joint agreement between Jones 
& Shi pman and Overbeck, the 
German machine tool special- 
ist, to collaborate on the devel- 
opment of a new generation of 
grinding machines. 


Radon levels 
increase 

England has about 100,000 
-homes, with levels of radonu 
above the level at govemment- 
recommends taking action, the 
National Radiological Protec- 
tion Board estimated in a 
report published yesterday. 
Radon is a radioactive gas 
which accumulates naturally 
in the sail 

The board said 60,000 of the 
houses are in Cornwall and 
Devon; Derbyshire, Northamp- 
tonshire and Somerset are the 
next most affected counties. 


IBM recruits 
salespeople 

International Business 
Machines, famous for the size, 
quality and cost of its tradi- 
tional salesforce, is training a 
small army of self-employed 
salespeople to help it market 
computers to the UK's 3J25m 
<nv »n b adness es. 

Later today the UK subsid- 
iary of the world’s largest 
computer manufacturer will 
announce a pione erin g scheme 
through which an initial 50 
salespeople - called "local busi- 
ness consultants" will sell 
medium-sized IBM computers 
on a commission only basis.' 


Freedom urged 
for energy body 

The UK Atomic Energy 
Authority should have more 
freedom to undertake commer- 
cial activities outside the 
nuclear industry, the Monopo- 
lies and Mergers Commission 
has said. 

The authority - trading as 
AEA Technology - is “signifi- 
candy inhibited" by legal con- 
straints which prevent It man- 
ufacturing non-nuclear 
products and forming Joint 
ventures outside the nuclear 
field, the commission con- 
cluded. It has investigated 
aea as part of its programme 
to review all bodies in the pub- 
lic sector. 


Opera house 
for Edinburgh 

Work has began on a £l6.6m 
project to create ah opera 
house In Edinburgh. 

Project, which involves 
the conversion of the disused' 
Empire theatre Is expected to 
be rwdy to time for file 1994 
Edlnbuigh International Festi- , 
vaL Mr George Younger, chair- 
man of the Royal Bank of Scot-' 
toad who chairs the Empire: 

Trust, leading Se 
project, said sufficient fi paoc* 
from the public and private 
sectors was to place. Boris has 
oeea awarded a £i2m contract 
as managing contractor. 
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vision 



C onventional wisdom 
about the respective mtes 
of the chief -executive and 
the information te chn ology 
director in the successful exploi- 
tation of computing in business 
is challenged In a new study 
from the Oxford Institute of 
.Information Management- . 

The study was undertaken to 
examine the factors which could 
help to create a good relation- 
ship between the «hfef executive 
aid the IT .director. It Is now 
generally accepted that a suc- 
cessful relationship is a key fac- 
tor IB the effective exploitation 
of IT. Yet the study found that; 
• A background in marketing 
or general management is more 
likely to lead a chief executive to 
an effective “vision” of the value 
of IT than hands-on experience. 

This contradicts the view that 
top managers would only come 
to appreciate IT if they had prac- 
tical »* jH | riwo cfi. 

• IT directors with a back- 
ground. in data processing are 
more likely to form a successful 
relationship with their CEOs 
than business line managers 
placed In -top IT management 
jobs. This might seem obvious; 
but there is a well-known “cul- 
ture gap” between computing 
specialists and Hne managers. 


• It is not necessary fin: the IT 
director to report directly to the 
CEO as long as be or she is part 
of the top management team. 

The study, carried oat by 
David Feeny and cofteagnes at 
Templeton College, was carried 
out under the Impact Pro- 
gramme, now sponsored by 
KPMG Manag ement Consultants. 

The study suggests that a suc- 
cessful _ relationship between 
CEO and IT director derives 
from, a common vision of com- 
puting as a way of conferring 
competitiveness on an organisa- 
tion rather than merely automa- 
tion and efficiency. 

The relationship can be 
improved If . the CEO sets aside 
time to explain his attitude to 
the IT director, if the IT director 
is a member of the company’s 
“cabinet” and if the two execn-. 
tives spend time away from file 
office discussing business goals. 

Alan Cane 


C adcam may no longer be 
in its infancy, but after 
the beady growth rates erf 
the early 1360s the mar- 
ket for computer-aided design and 
manufacturing equipment and soft- 
ware stiff looira a long way short of 
reaching maturity. 

While other sectors of manufac- 
turing technology in reces- 

sion, the world Cadcam market 
grew more than 10 per cent Iasi 
year to SlSbn, according to Data- 
quest, and will reach nearly S25bn 
(£l4bn) in 1995 a compound 
annual growth rate of 32 per cent 
since 1990. 

The Importance of Cadcam, and 
la particular "3D solid mndpreng . to 
concurrent pnginpgring - the team 
approach to cutting product devel- 
opment, times .and im p roving qual- 
ity - makes it virtually a necessity 
in mwnTianirai engineering. 

But other applications of nadrarp 
are now expanding faster, even 
though huge untapped opportuni- 
ties remain in the dominant 
mechanical sector. Meanwhile, the 
Industry is adjusting to much 
higher predicted growth nates for 
so ftwar e than fix: the hardware that 
it runs on, and fo rming partner- 
ships with Industrial users to 
t frorr better. 

All these trends are Illustrated in 
current strategy at Matra Datavi- 

ston, the biggest European-owned 

Cadcam supplier. And Michel 
Naive figHse, chairman and chief 
executive, is hoping for annual 
growth of 20-25 per cent over the 
next few years at the Paris-based 
subsidiary of Matra. 

Achieving that, and pushing 
Matra Datavision up the US-domi- 
nated league table of big players in 
the Industry, win depend on recent 
hritf a ttv gB at the 13-year-old com- 
pany, whose success has been built 
on its widely-respected Euclid-18 
Husw-hflwiwii fiartwmi s oft w a r e . 

As Cadcam hardware becomes a 
commodity item, companies such as 
Matra are trying to boost the share 
of revenues represented by soft- 
ware: The in -phrase at Matra. there- 
fore, is what Victor Waknine, presi- 
dent and chief operating officer, 
calls the “software factory" 
approach to help penetrate new 
markets and develop existing ones. 

A key element Is a new genera- 
tion of Case (computer-aided soft- 
ware engineering) tools designed to 
build the company’s own factory of 
applications software, help Euclid 
users change their applications, and 
provide new application solutions 
for independent software houses. 
The product, for complex assembly 
design, will be available next year. 

A second initiative is anew entry- 
level solid-modelling system, Pre- 
lude/Solids, designed to attract com- 
panies currently using 2D or 3D- wir- 
eframe-based systems - surface 
modelling which is like stretching 
aqross -a, .wireframe but, . 


Computer-aided design is finding new 
roles in countless productions across 
the world, writes Andrew Baxter 
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does not completely define an object 
in 3D as occurs with solid model- 
ling. The ability, for example, to 
compute masses and moments of 
Inertia makes solid modelling a 
powerful tool for red Tiring product 
development times. 

Matra is launching Prelude in the 
US - a good testing ground, says 
Waknine, for a mass-market prod- 
uct It is designed to attack low-cost 
software such as AutoCAD, the 
Autodesk flagship product 

But Matra also has its eye on the 
emerging market for “conceptual 
engineering," where the very earli- 
est design sketches can be captured 
an. computer, thus saving more time 
in the product development process 


by eliwiftiatfag the “back-of-an enve- 
lope” stage. Prelude’s compatibility 
with Eudid-IS is an important ele- 
ment here, Waknine believes. 

Prelude is being launched in the 
US to correct Matra Datavision's 
weak position in a market where it 
sees considerable growth for 3D 
solid modelling. 

The US and Asia are the two 
main areas of planned expansion for 
the company, although other mar- 
kets still have growth potential The 
UK looks encouraging, with turn- 
over up 40 per cent last year to 
£1.4m, and expected to rise to £2.4m 
r in 1992. Currently 80 per cent of 
* Matra’ s installed base is in Europe, 
J5 per cent in North America and 5 


per cent in Asia, but Waknine hopes 
to grow the Asian and North Ameri- 
can shares to 30 per cent each by 
1995. 

According to Matra, European 
manufacturers have realised the 
benefits of 3D solid modelling ear- 
lier than their counterparts In the 
0$ and Japan, because of the need 
for increased productivity in manu- 
facturing, and education that has 
made possible a better grasp of the 
mathpmartmi principles. 

But US and Japanese demand has 
been strong in the past two years, 
says Waknine, and solid modelling 
is becoming mandatory in Japan. 
Accordingly, Matra is rapidly 
expanding its US distribution net- 
work, and last year it signed an 
agreement for NEC to distribute 
Eudid-15 in Japan. 

Elsewhere to Asia, the company 
is negotiating two joint ventures, 
one In China and another with a big 
industrial concern outside China. It 
has begun co-operating with the 
Chinese space agency, and sees 
enormous potential even it it can 
convert only a small percentage of 
20,000 engineers to Euclid. 

Other regions are likely to require 
more patience, says Waknine. In the 
former Soviet Union, he says, large 
companies have realised the poten- 
tial of solid modelling - helped by 
the unofficial import of pirated 
western software - but are 
restricted by financial difficulties. 

Matra is exploring barter deals to 
enable it to sell to the fonner Soviet 
Union, and earlier this year took an 
indirect stake in Mazintergixi, a 
joint venture distribution company. 

According to Data quest figures, 
Matra is the world’s eighth largest 
supplier of software in the mechani- 
cal Cadcam market for workstat- 
ions, the most important hardware 
"platform," but Neuve Eglise has 
ambitions to push the company into 
the top five. 

That could be tough, according to 
Petra Gartzen. Dataquest analyst. 
“Matra have a very good product 
and are doing the right things, but 
the mechanical Cadcam market is 
not showing the same growth rates 
as other sectors because of condi- 
tions in manufacturing. That makes 
it very difficult for any company to 
increase its market share.” 

However, Matra 's greater empha- 
sis on software for the mechanical 
market, which is forecast to grow 
twice as fast as the hardware, 
should help. 

Main is also expanding into the 
faster-growing architectural, engi- 
neering and construction (AEG) sec- 
tor of Cadcam through a system 
developed by Framatome, the 
French power plant builder. U nlike 
many AEC systems, says Gartzen, 
the Framatome system is targeted 
towards plant design, where there 
are big opport un ities in the Euro- 
pean Community because of envi- 
ronmental legislation. 


Multimedia beats a 
path to Hollywood 


By Louise Kehoe 


H ow would you like to play 
golf on the August* 
National course, with Jack 
Nlcklaus and Arnold Palmer as 
your partners? They wifi be like old 
friends, exchanging comments with 
you on the tOt of the green. You 
will be able to do this without stir- 
ring from your arm chair and with 
no more exertion than fikktug a 
few switches os a remote device. 
Or choose * film from a catalogue 

of thousands and arrange to view it 
after dinner. Order a pizza if you 
don’t want to cook tonight. 

Welcome to the world of Interac- 
tive multimedia** - a confluence of 
computer, communications and 
consumer electronics technologies 
that promises to transform your 
television set into a multi-func- 
tional entertainment, information 
and communications device. 

This is the vision that is sparring 
executives from US computer com- 
panies to beat a path to Hollywood. 
International Business Machines 
and Time Warner are said to be 
talking about a 
joint venture. 

John Scuiley. 
chairman and 
chief executive of 
Apple Computer, 
is exploring syn- 
ergies with the 
movie Industry. 

The huge 
potential of inter- 
active TV is also the driving force 
behind AT&T’s plans to enter the 
digital satellite broadcasting equip- 
ment market and forge alliances 
with cable television companies. 

There are also start-up companies 
with big ambitions. TV Answer Is 
developing a system that would 
allow customers to pay bills and 
order products. USA Video is test- 
ing a system that can send a film 
from a “video library” to a custom- 
er’s TV over phone lines. 

Interactive multimedia is not a 
new idea. Hardware and software 
companies have been talking about 
it for years but failed to identify a 
maw market. Industry debate has 
focused upon technical standards 
and whether the personal computer 
or the television should be the 
“platfonn” for multimedia. 

Breathing fresh air into these 
long-winded arguments Is a grow- 
ing consensus that a relatively sim- 
ple application of multimedia tech- 
nology may be the key to creating 
mass-market appeal. 

“Movies on demand", a service 
providing consumers with the 



opportunity to view at any time a 
film of their choice from a cata- 
logue of thousands, is now seen as 
the "Trojan Horse" that will bring 
multimedia into the borne. 

By providing the convenience of 
anytime viewing and a Car broader 
selection than the local video store, 
cable and broadcast television ser- 
vices aim to steal a large portion of 
the $14bn (E8bn) annual US video 
rental and sales market. 

The critical technology far “mov- 
ies on demand" is digital signal 
processing - the technology at the 
core of other multimedia applica- 
tions. To pipe thousands nf movies 
through a cable television network, 
or broadcast them via satellites to 
regional cable operators, the sig- 
nals must be compressed, without 
loss of quality. At the receiving end 
the signal must be decoded to pro- 
vide a high-quality image. 

Once digital signal processors are 
In place, other applications become 
possible. These might include an 
electronic library, video games or 
educational pro- 
grammes. Fibre 
optic cables Out 
can carry a big- 
ger load of sig- 
nals than conven- 
tional copper 
cables may also 
play a part in 
bringing interac- 
tive multimedia 
to a mass audience. Switching 
systems, much like those used to 
direct traffic on telephone net- 
works. will also be needed. 

Satellite broadcast may also play 
a role, although in the US, where 
some 60m homes are connected to 
cable television systems, direct 
broadcast Is not expected io he tbe 
primary method of delivering inter- 
active TV signals to the home. 

There are potential stumbling 
blocks to the development nf inter- 
active multimedia services. 
Although most of the technology 
challenges have been met, the cost 
of a signal processing device that 
would sit on top of the TV set Is 
prohibitive - over $1,000. 

In the US, regulatory Issues 
might also prevent telephone or 
cable TV companies from expand- 
ing Into each others territory. 

Yet the momentum building 
behind interactive multimedia 
seems unstoppable. The advent of 
digital high-definition television. In 
the mid-1990s, with sharper pic- 
tures and clearer sound, can only 
accelerate the trend. 


MANAGEMENT: MARKETING AND ADVERTISING 


Grass is greener 
in the high street 

John Thornhill says retailers are coming back into town 


S hoppers love those massive 
out-of-town superstores 
because they can get every- 
thing they want in one go. 
Retailers love them because they 
are cheaper to run. 

The arguments seemed so power- 
fill that for many years, the big food 
retailers left small, high street 
shops in droves for vast sites on the 
ring road. The number of grocery 
shops has fallen in the last three 
decades from, more than 100,000 to 
40,000 and. the current recession has 
continued to throw up casualties. 

But It now semis that edge-cf- 
town sites do not satisfy all shop- 
pers - especially those, without 
cars and fee elderly. Retailers are 
realising' that there is money to be 
made from efficient town centre 
chains. There are signs that the 
high street is coming bade to life. 

Some retailers, of course, have 
never deserted it and have defended 
their positions by offering premium 
products and service. Mirks and 
Spencer runs a highly profitable 
chain of neighbourhood stores 


while John Lewis Partnership is 
stiff expanding its 99etare chain <rf 
Wattrose supermarkets. 

The Hwik Save discount chain 
and the Iceland frozen foods busi- 
ness have also mainly stuck to tra- 
ditional Shopping centres. Even the 
trigger chains , such as Tesco and 
Safeway, are now returning to high 
streets with the benefit of their 
sophisticated distribution systems. 
Tesco is redevdoping the old Moss 
Bros site in Covent Garden in cen- 
tral London to launch what it 
describes as a "Metro” store. 

But one of the most ambitious 
attempts to create a completely new 
high street chain has been the 
launch of Someiflebl, run by Gate- 
way Foodmarkets. bought by the 
privately-owned Isosceles group 
three years ago. 

Twenty-five Somerfield stores 
have already opened with a wide 
range of own-label goods. The num- 
ber of stores will rise to SO by next 
April giving the chain total square 
footage of about lm sq ft More will 
rapidly follow if the chain estab- 


lishes itself. The man behind the 
idea is Bob Willett, Gateway's chief 
executive, who claims that Somer- 
field is one of the most heavily 
researched food chains ever 
launched, aimed at one layer of a 
segmenting food market. 

The stores, which consist of II 
conversions from weary Gateway 
stores and 14 new sites, range from 
12,000 sq ft to 28JXX) sq ft They offer 
fresh produce, expansive delicates- 
sens and bakeries. They are well -de- 
signed with high-quality lighting 
and even boast barrel -ceilinged 
wine aisles complete with echo. 

Wnieti wants the chain to offer a 
premium service. Staff are attentive 
and dress smartly either in boaters 
and traditional aprons or black blaz- 
ers and striped trousers or skirts. 
The check-out staff pack the goods 
after scanning them at specially-de- 
signed tiffs. 

The stores have an up-market, lei- 
surely feel but Willett claim b that 
prices are consistent with other 
Gateway stores. He prefers to refer 
to them as “up-value". 





Retailers are realising that there is money to be made from efficient town centre chains 


Willett says that converted 
Somerfield stores are performing 
well and have seen sales increases 
of more than 20 per cent The aver- 
age basket size of £16.30 was well 
ahead of the £&80 achieved at Gate- 
way. "Somerfield is focused on 
building the shopping basket by 
offering range and service," he says. 

The birth of tbe new chain has 
been a brave move in a recession 
and has had its problems. Gateway. 


which runs 635 Gateway stores and 
18 Food Giant discount superstores, 
recently reorganised its manage- 
ment structure around the three 
retail concepts, causing some fric- 
tion. 

“It has been painful as people 
have lost turf Willett says. 

While admiring the idea, industry 
analysts harbour doubts about 
Somerfleld’s heavy costs and ques- 
tion whether the indebted Isosceles 


can give the chain the backing it 
needs. Willett also accepts that it 
will take time before customers 
appreciate the Somerfield name and 
suggests the chain would double its 
turnover if it had the magical words 
Marks and Spencer emblazoned 
over its shop-front 
“The problem is that Sainsbury’s 
and Marks and Spencer have been 
around for more than 100 years, We 
are as yet unknown,” he says. 


T o watch 7. per cent of one's 
cash disappearing into a 
black hole each year might 
be thought madness. 

Yet when it comes to advertising 
in the printed media, 7 per cart of 
booked advertisements do not 
appear at all, appear in the wrong 
format, at the wrong time, or in the 

wrong position. Given that UK 
expenditure on advertising In 
newspapers and other publications 
is some £4bn annually, same £280m 
of UK advertising might be 

v nntahtng , mwwntm lhd and tmno- 

ticed, into a vdd. ' 

Advertisers and their agencies 
are under pressure to cut costs. 
Checking that print advertise ments 
appear when and in. a form which 
wa s paid for would scon an obvi- 
ous step to take. Stony do not 
Advonch has been in business for 
eight years, ft handles -'Oe print 
advertisement verification for 
about 60 per oat of the leading 
British advertising agencies, check- 
ihg advertising worth £600m annu- 
ally, Tony Law. managing director, 
believes that of the remaining 40 
per cent of agendas, “half do it 
themselves, the other half don't do 
Hotair. : ■ . . . 


Enterprise seeks out holes in space 

Gary Mead reports on new ways to monitor promotional spending 


Law has Manttfi gd that 7 per cent 

of his clients' advertisements are 
misplaced or forgotten altogether 
and believes this is probably an 
industry-wide phenomena. 
Advouch’s business is to make sure 
Chat the gap is plugged and that 
advertisers and agencies are get- 
ting what they paid for. 

The advertisements which fell to 
appear or appear incorrectly do so 
for a variety of reasons. According 
to Law, the problem is seldom 
Incompetence or ftwifag - Instead, 
printers suddenly find themselves 
with insufficient space and fafi to 
run the advert, without alerting 
the advertiser or agency. In Law's 
experience, regional newspapers 
have the poorest record. 

Between December 1991 and 
April 1992, he found, that 10 per 
cent of his clients* regionally- 
placed ads were faffing to appear or 
appeared Incorrectly, against 5.3 
per cent In national newspapers. 
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Ths high-tech era has at last caught up with the It umbie billboard 


5 A per cost In consumer magazines 
and 4 3. per cent in trade maga- 
zines. 

Law calls Ms badness the "spit 
and sawdust" end of the advertis- 
ing world, although it is heavily 
dependent on computer technology. 
The system holds details on 12,153 


publications and a multitude of 
cross-references between agencies 
and publications. Each month the 
22 staff deal with between 60,000 
and 80,000 individual advertise- 
ment bookings, relating to 6,236 
advertisers and 15,141 products. 

But does It really matter if adver- 


tisements do not appear on time, or 
at all? For large consumer goods 
manufacturers it is a debatable 
point but it can be crucial for 
reenutment advertising. Advouch’s 
biggest client. Barkers LBW, an 
advertising agency which speci- 
alises in recruitment advertising, 
uses the service to check more than 
20,000 advertisements a year; if a 
job advertisement fails to appear, 
Barkers - and its clients - know 
immediately; no-one applies. 

Advooch sends each of its clients 
a weekly activity report with a 
bundle of voudms stapled to publi- 
cations in which their advertise- 
ments have appeared. Without a 
voucher from Advooch stating that 
the booked advert has appeared 
correctly, the advertising agency 
can refuse payment to the publica- 
tion. The whole process is. about 
establishing trusted verifications, 
thus redwing cash-flow problems 
for afl concerned. 


Computer technology has enabled 
Advonch to find a niche in an 
Increasingly complex market; it is 
also enabling marketing directors 
to find their own niches among 
consumers who blithely pass by the 
80,000 outdoor poster sites In 
Britain. NOP Posters, part of the 
MAI information services group, 
has just launched a new service 
with its subsidiary. Pinpoint Analy- 
sis. 

Called Posterpin, the service 
costs between £15.000 and £40,000 a 
year. For that, subscribers get a 
desk-top processor from which to 
obtain a wide range of information 
on poster sites indudlng details of 
consumer expenditure, wealth indi- 
ces and consumer demographics. 

They can also scan maps of a 
specified area, pinpointing pester 
sites, who owns them, how many 
panels they have and their avail- 
ability. 

Users of the system will be able 
to call on a database to give the 
numbers of - for example - pre- 
mium canned lager drinkers linng 
in the area. According to Pinpoint 
the new service “offers not just a 
mapping procedure but also useful 
marketing information”. 


Jingles go 
only part 
of the way 

A dvertising has lost Its way 
and needs to be reborn 
as a system of product 
information for consumers. 

Bill Ziff, chairman of Ziff 
Communications Company which 
specialises In ma gnyiTiP pub lishing , 
believes that the current decline 
In advertising has not just been 
caused by the recession. 

“What’s occurring today is 
caused by one basic trend: a loss 
of confidence in advertising's 
power to persuade the consumer." 
This, Ziff told the recent Periodical 
Publishers’ Association conference 
in London, had affected all media. 

Consumers were increasingly 
turned off by “the search for the 
perfect jingle, the slogan so devoid 
of content that it conld be about 
anything, the model with the 
happiest smile, the celebrity with 
the highest approval rating, the 
universal image to manipulate 
the presupposed mass-mind.” 

The transition to the more 
substantial advertising required 
by fectually-driven purchasing 
decisions was already under way, 
Ziff predicted. It would tend to 
favour print and magazines over 
the electronic media. 

The loss of confidence was caused 
by advertising's outmoded appeal 
to anachronistic notions of a mass 
market 

This was in stark contrast to 
the reality of tbe marketplace - 
the increasing sophistication of 
contemporary consumers and the 
fragmentation of once monolithic 
brand names into a host of 
customised lines and styles. 

As ever greater variety pours 
out of the world's manufacturers, 
Ziff argued, “the advertising we 
carry continues to cling to the 
magic talisman of brand names 
in the outmoded belief that image 
can still override specific features 
and real price and value in the 
minds of knowledgeable 
consumers". 

Advertising had lost its power 
over the consumer because of Its 
banality. 

The rebirth of advertising as 
an indispensable information 
system, Ziff added, would make 
product quality a viable investment 
strategy “by guiding 
highly-targeted buyer groups to 
the specific products that had the 
right pricing and features for 
them”. 

Raymond Snoddy 
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FT LAW REPORTS 


New York rejects UK judgment 


BACHCHAN v INDIA 
ABROAD PUBLICATIONS INC 
New York Supreme Court: 
Judge Shirley Fingerhood: 

April 13 1992 

A UK libel judgment obtained 
by a private person against a 
media defendant in respect of 
a news report of public con- 
cern, is unenforceable In New 
York in that, haring been 
obtained under English law 
which imposes the burden of 
proving truth and justification 

on the defendant, It bails to 
satisfy US standards for pro- 
tection of tree speech and the 
press under which the plaintiff 
most prove falsity and fault 

Judge Shirley Fingerhood so 
held when giving judgment for 
the defendant India Abroad 
Publications Inc, on a motion 
by the plaintiff. Mr Ajitabh 
Bachchan, to enforce a libel 
judgment obtained by him 

against India Abroad in the 
UK. 

HER HONOUR said that judg- 
ment was granted in the UK 
High Court against the New 
York operator of a news ser- 
vice. 

The story held to be defama- 
tory was written in London, 
and wired to the news service 
in India. It was reported in two 
Indian newspapers, copies of 
which were distributed in the 
UK. It was also reported in an 
Issue of India Abroad in New 
York, and an edition was 
printed and distributed in the 
UK by a subsidiary. 

The story stated that a Swed- 
ish daily newspaper, Dagens 
Nyheter (DN), had reported 
that Swiss authorities had fro- 
zen an account belonging to Mr 
Bachchan to which money was 
transferred from a coded 
account into which commis- 
sions paid by Bofors were 
deposited. 

Bofors was a Swedish arms 
company which, some time 
before, had been charged with 
paying kickbacks to obtain a 
large munitions contract with 
the Indian government 
Mr Bachchan brought an 
action against DN in London at 
the same time as it sued India 
Abroad. DN settled and issued 
an apology. The jury assessed 
£40.000 damages against India 
Abroad and its reporter. 

As authorised by section 5303 
of New York's Civil Practice 


Law and Rules (CPLR), Mr 
Bachchan sought to enforce 
that judgment by motion for 
summary judgment In lieu of 
complaint 

Entry of judgment was 
opposed on the ground that it 
was imposed without the safe- 
guards for freedom of speech 
and the press required by the 
First Amendment to the US 
Constitution and article 1 sec- 
tion 8 of the Constitution of 
New York State. 

India Abroad asked the court 
to reject the judgment as 
repugnant to public policy, 
which was a ground for non- 
recognition of foreign judg- 
ments under CPLR 5304(bX4). 

If the public policy to which 
the foreign judgment was 
repugnant was embodied in the 
First Amendment or the free 
speech guaranty of the New 
York Constitution, refusal to 
recognise the judgment was 
“constitutionally mandatory”. 

Under English law any pub- 
lished statement which 
adversely affected a person's 
reputation was prima facie 
defamatory. A plaintiff's only 
burden was to establish that 
the words complained of 
referred to him, were published 
by the defendant, and bore a 
defamatory meaning. State- 
ments of fact were presumed to 
be false and the defendant 
must plead justification. 

English law did not distin- 
guish between private persons 
and public figures or those 
Involved In matters of public 
concern. None were required to 
prove falsity of the libel or 
fault on the part of the defen- 
dant 

No plaintiff was required to 
prove that a media defendant 
intentionally or negligently 
disregarded proper journalistic 
standards in order to prevail 
The defendant had the bur- 
den of proving not only truth 
but also of establishing entitle- 
ment to qualified privilege for 
newspaper publications and 
broadcasters where the matter 
published was “of public con- 
cern” and publication was “for 
the public benefit” (section 7, 
Defamation Act 1952). 

India Abroad argued that 
English defamation law failed 
to meet US constitutional stan- 
dards because Mr Bachchan, a 
friend of the late Rajiv Gandhi, 
and the brother and manager 
of a movie star and former 
member of parliament, was a 
public figure. 


In New York Times v Sul- 
Horn 376 US 254, 279-280 (1961), 
the US Supreme Court ruled 
that to recover damages for 
defamation a public official 
must prove "actual malice”. 
That burden of proof was 
placed on public figures who 
sued media defendants in Cur- 
tis Publishing v Butts 388 US 
130(1967). 

It was unnecessary and inap- 
propriate to decide whether Mr 
Bachchan, an Indian national 
residing to England or Switzer- 
land, was a public figure. 

in Gera v Robert Welch 418 
US 323,347 (1974), the court 
held that a private figure could 
not recover damages for defa- 
mation without showing that a 
media defendant was at fault. 

In Philadelphia Newspapers a 
Hepps 47S US 7S7.775.777, Jus- 
tice O'Connor stated that when 
the speech at Issue was of pub- 
lic concern but the plaintiff 
was a private figure the Consti- 
tution supplanted Common 
Law standards, “but the consti- 
tutional requirements 
are . . . less forbidding than 
when the plaintiff is a public 
figure”. 

Finding the plaintiff to be a 
private figure and the newspa- 
per article to be of public con- 
cern. the court held that “the 
Common Law’s rule on falsity 
- that the defendant must 
bear the harden of proving 
truth must . . . fall here to a 
constitutional requirement 
that the plaintiff bear the bur- 
den of showing falsity, as well 
as fault". 

India Abroad's publication 
related to a matter of public 
concern. The affidavits and 
documents revealed that the 
wire service report was related 
to an international scandal 
which touched leading partici- 
pants in Indian politics and 
was reported in India, Sweden, 
the US, the UK and elsewhere. 

Placing the burden of prov- 
ing truth on media defendants 
who published speech of public 
concern had been held uncon- 
stitutional because fear of lia- 
bility might deter such speech. 

In j Hepps, it was said that 
“because such a 'chilling' effect 
would be antithetical to the 
First Amendments protection 
of true speech on matters of 
public concern” a private fig- 
ure plaintiff must show the 
speech was false before recov- 
ering against a media defen- 
dant 

The “chilling” effect was no 


different where liability 
resulted from enforcement of a 
foreign judgment obtained 
where the burden of proving 
truth was upon media defen- 
dants. 

Accordingly, Mr Bachchan’s 
failur e to prove falsity in the 
UK made his judgment unen- 
forceable in the US. 

There was another reason 
why enforcement would violate 
the First Amendment. In the 
UK, a plaintiff was not 
required and did not meet the 
“less forbidding” constitutional 
requirement that a private fig- 
ure must show that a media 
defendant was at fault 

New York's standard for lia- 
bility in actions brought by pri- 
vate persons against the press 
was set forth in Chapadeau v 
Utice Observer-Dispatch 38 
NY2d 196, 197(1975). 

Where the content of the 
article was arguably of legiti- 
mate public concern reason- 
ably related to matters war- 
ranting public exposition, the 
party defamed might recover. 
However he must establish 
“that the publisher acted in a 
grossly irresponsible manner". 

UK courts did not require a 
plaintiff to prove that a press 
defendant was at fault. Mr 
Bachchan certainly did not 
establish that India Abroad 
was “grossly irresponsible”. 

The UK and the US shared 
many Common Law principles. 
Yet a big difference between 
the two jurisdictions lay in the 
UK’s lack of an equivalent to 
the First Amendment. 

The protection of free speech 
and the press embodied in that 
amendment would be seriously 
jeopardised by entry of foreign 
libel judgments granted pursu- 
ant to standards deemed appro- 
priate in the UK but consid- 
ered antithetical to the 
protection afforded to the press 
by the US Constitution. 

The motion for summary 
judgment in lieu of complaint 
was denied. 

For Mr Bachchan: Stephan 
Skoufalos (Chalos & Brown. 
New York; Sarosh R Zamalla, 
London). 

For India Abroad: Laura R 
Sandman (Lankenau Kovner & 
Bickford, New York). 

Rachel Davies 

Barrister 

Law reports now appear on 
Wednesday, Thursday and Fri- 
day 



New chairman 
for C&G 

John Bays, 50. has been 
appointed chairman of the 
Cheltenham & Gloucester 
Building Society, which has 
assets of £i4.Sbn and is one or 
Britain's fastest growing finan- 
cial institutions. 

Bays, a chartered accoun- 
tant. is a director of Sharpe & 
Fisher, a small Cheltenham 
firm of builders' merchants, 
and has sat an the C&G board 
since 1975. He has been vice- 
chairman of the society since 
last year and takes over from 
Stephen Price, 67, chairman for 
the past five years. Price, a 
retired practising chartered 
accountant, has been a director 
of C&G for over 30 years and 
will remain on the board. 

C&G has been growing faster 
than many of its rivals and 
through a series of acquisitions 
has become a significant force 


Jeff Harris (left), the new chief 
executive of UNICHEM follow- 
ing Peter Dodd's retirement at 
55 this week, forecaste the new 
style at the top as “plus ?a 
change”. An accountant by 
training, he joined UniChem in 
1985 and was made finance 
director the following year. He 
points out that, having “been 
at Peter’s side" as the pharma- 
ceutical wholesaler evolved 
into a major public company 
‘it would be pretty irrational 
to want to wreak havoc when 
the business is running 
extremely well”. 

As Unlchem looks to expand 
further into Europe, Harris, 
44, admits that “being a differ- 

in the industry. Its undoubted 
success owes much to the drive 
of its chief executive, Andrew 
Longhurst, who is thought to 
be the highest paid executive 
in the industry. However, in 
common with some other fast 
growing societies, tbere has 
been concern that its board of 
non-executive directors is not 
strong enough to control a 
powerful chief executive. 

Typically, building society 
boards have been composed of 
local worthies, rather than 
well-known businessmen. C&G 
has taken steps to strengthen 
its board in the past year with 
the appointment of Timothy 
Brookes, the 42-year-old chief 
executive of In Shops, and 
Douglas Strachan, 58, a former 
chief executive of Allied Brew- 
eries. Yesterday, it reappointed 
Alastair Ross Goobey, 46, 
James Capet’s chief investment 
strategist, who left the board 
last year when he was made a 
special adviser to Norman 
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ent generation" means toat he 

does have ambitions to draw 
more people Into the compa- 
ny’s decision-making process. 
“There arc a lot of very able 
people below board level who 
should be involved," he says. 

The succession was made 
clear last autumn when Hams 
was promoted to deputy chief 
executive. Scuba-diving enthu- 
siast Dodd, who is off to spend 
the first four months of ms 
retirement submerged in the 
Caribbean, drew attention 
before he left to the undesir- 
ability of chief executives 
boasting good golf handicaps. 
Harris, needless to say, does 
not play golf- 

lamont, the chancellor of the 
exchequer. 

■ Chris T enan t has become a 
partner of PHILDREW VEN- 
TURES. 

■ Alasdair McKerrelL Malcolm 
Moir and TOd hunter Bensen 
have become partners of Caze- 
nove. 

■ Glen Grant, Andrew Pisker, 
Carolyn Moses, Gary Wein- 
stein, Katherine Klein and 
Greg Fitzgerald have all been 
appointed managing directors 
at LEHMAN BROTHERS 
INTERNATIONAL. 

■ Brian Colls, director of tech- 
nical services, is appointed 
director of financial services 
division at EXTEL. 

■ Richard Cooper is ap pointe d 
to the board of TULLETT & 
TOKYO FOREX (LONDON). 

■ Roy Dinsdale is appointed 
head of OTC equity derivatives 
marketing and sales at DAIWA 
EUROPE; he moves from Nip- 
pon Credit International 


nllf 


Bystram: food for thought at Adas 


Adas, the government's 
Agricultural Development and 
Advisory Service, has 
appointed as chairman Charles 
Bystram. a director of Stakis. 
The 62-year-old Bystram brings 
substantial food industry expe- 
rience to Adas; he was chair- 
man of Geest and before that a 
director of United Biscuits. He 
will help guide the transition 
of the former government 
department into a commercial 
business - Adas became an 
independent executive agency 
last month. 

Chief executive Julia Walsh 
says: “It's vital that primary 
producers, processors and 
retailers co-operate much more 
closely if the industry is to sur- 
vive against competition from 



abroad. By appointing Bys- 
tram, Adas Is nailing its col- 
ours to the mast and showing 
the whole industry that we 
mean business.” 

Adas was launched as an 


agency with a brief of provid- 
ing strategic, business and 
technical consultancy to all 
involved in land-based indus- 
tries - food producers, proces- 
sors and retailers, fanners and 
growers, government minis- 
tries, planners, land-owners 
and leisure enterprises. Adas 
has 1,700 consultants and the 
biggest specialist R&D base in 
the country. 

The chairmanship is one of 
three key posts which are to be 
filled from outside. Christopher 
Herring is to become finance 
director after six years of con- 
sultancy with Touche Ross, 
including work with other gov- 
ernment agencies. The appoint- 
ment of a marketing director 
has yet to be announced 


At 63. Peter Morley, the _ new 
chairman of the National 
Council of Industry Training 
Organisations admits to wring 
been a workaholic for more 
than 40 years- - • 

NCTTO is the umbrella body 
which represents the views tf 
more than 100 Industry Train, 
ing Organisations to govern- 
ment and other agpncte. • 
ITOs are the independent 
voluntary bodies which are' 
responsible for promoting good 
training within most industrial 
sectors. Morley says, he aims to 
build on the work of Ins pro- 
cessors and to raise thfi profile 
ofNCiro. , _ 

Since his retirement towards 
the end of last year after 27 
years with Tesco, where he 


i 



was group personnel director, 
he has been occupied six days ' 
a week. As well as being a 
magistrate and sitting on 
industrial tribunals, he is 
chairman of the National 
Retail Training Council and' 
the British Association of Com- 
mercial and Industrial Educa-; 
tion in addition to enjoying a 
variety of hobbies. 

His business baptism gave - 
him a taste for overwork. At 22 
he suddenly found himself, 
through death to the family, in 
charge of two furniture shops. 
It was not a job for which two 
years of national service had. 
prepared him. However, he ran 
the business successfully for n 
years and then sold it to Tesco. 

. He regrets not going on to 
higher education and becoming 
his own boss before he had 
worked for . anyone ; else, He. 
says it is not a career path he 
would recommend. 




Like the modem artist, we combine the larest thinking and techniques with traditional 
values. As the private banking aim of the National Westminster Bank group, we have our 
international private banking headquarters in Switzerland and offer a full range of banking, 
investment and trust services from offices worldwide. One of the first private banks, 
founded to London in 1692, we benefit from 300 years’ experience. In keeping with the 
Courts sadia on, and to commemorate our tercentenary, we are establishing the Courts 
Contemporary Art Foundation to benefit artists in the forefront of development in the 
visual arts. The first award will be presented in Nov emb er 1992. 

COUTTS&.CO 
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EQUITIES - 
HAVE YOU MISSED 
THE BOAT? 


The stock market has soared 
since the election, but will it 
continue? The experts give their views 
in Finance and the Family. 
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Qpera/Max Loppert 

I puritani 


Bellini's last opera comes back 
to the Royal Opera House after 
an absence of 28 years. The 
return promotes good cheer on 
many levels. On a simple one. 
there was on Tuesday the unfa- 
miliar pleasure of hearing a 
Covent Garden audience brim 
over with noisy enthusiasm 
long after the Brst-act cur tain 
had fallen and the house- lights 
had risen. 

More significantly, there was 
the immense reward of bearing 
and seeing a marvellous opera 
worthily done. This is a tem- 
perate appraisal; and indeed, 
there are flaws to regret in the 
performance - small Dusters 
in the stage presentation, 
clumsy chorus drill (compen- 
sated for by choral singing 
more vigorous than the recent 
house norm), one big disap- 
pointment in the cast- list. 

On the whole, though, the 
experience surges to grand, 
house-filling life in a way that 
restores our vision of / puritani 
as one of the peaks of Roman- 
tic opera. Restoration of the 
sort is no simple matter. This 
is an opera written for a quar- 
tet of great singers, not just a 
prima donna; a tissue of exqui- 
site vocal melodies not neatly 
parcelled in discrete solos but 
made part of expansively 
developing structural patterns; 
and a Romantic music-drama, 
often derided for its soft- 
beaded way with English his- 
tory and its lapses of simple 
logic, that is nevertheless capa- 
ble of carrying an extraordi- 
narily powerful emotional 
charge. 

It needs passion, technical 
finess e , commitment, clearhea- 
dedness. It doesn't often come 
off. It did on Tuesday. June 
Anderson. Giuseppe Sabbatini 
and Andrei Serban, producer of 
the 1SS2 Welsh National Opera 
Puritani staging here adopted 
by Covent Garden, are the 
chief architects of that achieve- 


ment. The force or the general 
argument against borrowed 
productions - that they tend 
to lose artistic life-blood away 
from tbeir original circum- 
stances of generation - is soft- 
ened (though not essentially 
counteracted) by the occa- 
sional successful borrowing of 
this kind. 

It looks handsome on the 
Royal Opera stage; a marriage 
of clean lines and vivid images. 
Civil War verismo and height- 
ened Romantic psychodrama. 
It unfolds with urgency graded 
to match the atmospheric 
intensities of the score. Serban 
himself has not been around to 
supervise the transfer, but in 
his place Jonathan Eaton skil- 
fully recreates the complexities 
of motivation in which the 
original show abounded The 
scene with the wedding veil 
into which the polonaise is 
studded is played with cham- 
ber-ensemble closeness of 
focus; around the abandoned 
Cinderella coach (a splendid 
poetic image) that forms the 
centrepiece of Act 3. a deeply 
moving drama of h aling and 
reconciliation is built up. 

The production inspires Miss 
Anderson: that much is plain 
from the spontaneity and 
unforced glow of her charac- 
terisation, easily the freshest 
and most appealing she has 
given in London. Elvira is a 
role she has sung in many 
theatres: that much is also 
plain from the sheer expertise 
with which she -plays" the 
vocal line, making the most 
not just of its bravura but of 
its simplest expressive effects, 
tossing in decorative details 
and high notes with a lightness 
that adds its own airy elo- 
quence to the drama. The 
amplitude of her soprano tells 
wonderfully in ensembles; in 
the opera’s long middle act one 
begins to note its lack of colour 
variety and warmth - but also 
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Inspired by the production: June Anderson as Elvira 


Theatre/Malcolm Rutherford 

The Rules of the Game 


the deftness with which she 
varies lyrical sentences and 
paragraphs. 

Sabbatini is an Italian tenor 
with style. The voice is hot 
large, not startling in natural 
beauty of timbre; but it pos- 
sesses virile Italianate vocal 
“juice”, and is used with a care 
for honeyed elegance of phrase- 
shading and emotionally affect- 
ing utterance that caresses 
Arturo’s music, highlights its 
most ardent expressive facets. 
His treatment of the extrava- 
gant high notes put in for Rab- 
ini - not the celebrated 
famous F sharp but all the Cs, 


C sharps and Ds - shows 
admirable taste: he never yells, 
never blares, always maintains 
the musical shape. With his 
gtittering eyes, sharply Roman 
profile and alert bearing he 
makes the species of Be llini 
tenor hero seem one of opera's 
most elevated. 

The remaining members of 
the Puritani quartet are less 
remarkable. Robert Lloyd’s 
bass counsellor is sung and 
acted with gentleness, author- 
ity and distinction, in tones too 
monochrome to da Dill justice 
to the Chopin-esque elegy of 
“Cinta di fiori”. 1 fear the 


much-hyped Dmitry Hvoros- 
tovsky has been ill-advised to 
tackle so demanding a bel 
canto baritone role as Riccardo 
at this paint in his vocal devel- 
opment. He looks handsome, 
and prowls the stage with 
generalised Byronic fervour, he 
is good at suave cantabile lying 
in mid-range. What he lacks, 
worryingly, is a secure, reso- 
nant top; for the ringing mar- 
tial close to Act 2 the big guns 
are audibly missing. 

Daniel e Gatti. a live wire Ital- 
ian conductor, seems deter- 
mined to explode singleband- 
edly all past criticisms of 


Bellini’s orchestration. He gets 
bright, forward orchestral 
playing with a firm rhythmic 
profile - keen strings, particu- 
larly. On Tuesday his interven- 
tionist beat tended to drive the 
singers bard, nipping at their 
vocal heels, inhibiting the full 
flow of their phrase-shapes. 
Enthusiasm of the sort is a 
fault on the right side: Mr 
Gatti plainly loves the opera, 
and urges the audience to 
share his passion. 


Royal Opera House, Covent 
Garden. In repertory 
until June 4 


Pirandello’s The Rules of the 
Came is such an elusive play 
that you must catch it wher- 
ever and whenever you can. 
including the new production 
at the Almeida. 

The rules are pretty flexible. 
Basically they come down to 
observation and survival. 
Leone Gala, the husband who 
has generously moved ont of 
his own house in order to 
allow his wife to spend more 
time with her lover, explains: 
“If I gave in to any of my 
feelings, I wouldn't be around 
to see how the game develops." 

On the other hand, Leone 
does have feelings which are 
not too deeply submerged. He 
admits to being hurt by his 
wife casting eyes elsewhere, 
and when he applies the rules 
of the game, he does so quite 
ruthlessly. He allows himself 
to be drawn into a duel, for 
which he has no direct 
responsibility, then arranges 
for the lover rather than 
himself to be killed. 

There are several ways of 
playing The Rules. It can be a 
social comedy with a touch of 
Wilde and Coward, but also a 
psychological drama about a 
neurotic wife whose selfish 
husband fails even to try to 
understand her. Pirandello's 
skill lies in repeatedly moving 
the goal posts, for this is a 
continental game where there 
are no level playing fields. 
There is some Wilde, some 
Ibsen. Only Pirandello can put 
the whole lot together. 

Jonathan Kent's direction of 
this new, hut not significantly 
different, version of the play by 
David Hare, an English 
gloss by setting the first act in 
Pinterland. Instead of a small 
town in Italy, the initial action 
takes place in what looks like a 
smart flat in Islington: tall 
white walls, drinks in the 
background and not much else 
in the way of furniture - in 
other words, what is becoming 


a Almeida set. 

There is an unnecessary 
degree of intensity Ln the 
opening exchanges. Silia, the 
wife, shouts at her lover. 
Guido, when softer distress 
signals would be more 
appropriate. Guido, who is 
meant to be elegantly dressed, 
pads about barefoot, 
shirtsleeves rolled up, braces 
and no tie. There are quite a 
lot of pauses. One fears the 
worst 

Pirandello, however, cannot 
be put down like that From 
the entry ot Richard Griffiths 
as the husband, the action 
perks up. He is a very 
thoughtful fellow, very fat. 
enjoys eating his own cooking 
and prides himself on his 
intellect He scores points off 
the lover and still casts a spell 
over his wife. In the bachelor 
flat to which he has removed 
himself there are a couple of 
splendid characters: Filippo, 
his servant and Dr Spiga. his 
flat-mate. 

One of the best scenes in this 
production comes when Leone 
and Filippon continue to beat 
eggs in full chefs dress while 
ta firing about philosophy and 
entertaining the lover. The 
play is hill of symbolism, of 
which egg-beating is only a 
part It requires a light touch 
which the the Almeida 
performance does not always 
have. Nicola Pagett remains 
too rigidly intense as the wife. 
David Yelland as the lover is 
not the languid afternoon man 
that he ought to be. But there 
is compensation in the 
master-servant relationship 
between the egg-beaters. John 
Normington is a superb 
Filippo. 

The production could be 
improved overnight by 
speeding it up and going for a 
souffle, not a dumpling. 


Almeida Theatre until June 
27. (071) 359 4404. 


I t would be hard to believe the 
events depicted in Europa. Eur- 
ope if it were not for the fact 
that they are based on a true 
story. Polish director Agnieszka Hol- 
land's powerful film tells the tale of 
Solomon Perel, a German Jewish boy 
who survives the Holocaust by pass- 
ing himself off as a Hitler Youth. 
Perel (played with near perfect credi- 
bility by Marco Hofschneider) is 13 
when his family is forced to flee from 
Berlin to Poland after his sister Is 
beaten to death by Nazis. 

When war breaks out. he flees fur- 
ther east, winding up in a Russian 
orphanage, where he gets a crash 
course in saving his skin by allowing 
himself to be indoctrinated by the 
Bolsheviks. After Hitler attacks the 
Soviet Union. Perel is once again 
forced to switch allegiances upon 
being captured by an SS unit. 

By virtue of quick thinking and 
sheer luck he becomes a celebrated 
German soldier, earning himself a 
place at the elite school for Hitler 
Youth. There, he must somehow hide 
his identity from Ms classmates, even 
going so far as to try to uncircumcise 
his penis in a crude and nearly fatal 
auto-operation. It is only with the 
defeat of the Nazis and a miraculous 
reunion with Ms last surviving family 
member that he can reveal Ms true 
sell 

Holland steers us through this diffi- 
cult story with a surprisingly deft 
touch, balancing its true horror with 
darkly humorous sequences, such as 
the moment when Perel is credited 
with capturing a Russian squad after 
trying to surrender to them. There Is 
sometMng ironically apt about the 
fact that it is Ms penis that constantly 
threatens to give him a way, as if the 
Jewish manliness his forefathers 
bequeathed Mm is the one thing he 


Cinema/Stephen Amidon 

When Hitler Youth paid off 


cannot betray. In the end. it is what 
saves him from going over altogether 
to the enemy, represented most 
potently by the pretty young modchen 
who offers herself to him in order that 
they can make a little Aryan bundle 
for Adolph. 

The film is by no means flawless - 
the sequences in wMch Perel dreams 
of a dancing Stalin and a secretly 
Jewish Hitler seem flat and contrived. 
In the end. however, Holland has 
fasMoned a subtle and provocative 
film, made even more impressive by 
the director’s refusal to moralise on 
Perel’s story. Though free will plays 
just as big a part in the boy’s survival 
as fate, one is never asked to see him 
as either a hero or a traitor. Hof- 
schneider's remarkable performance 
exorcises all traces of calculation and 
cunning from the young hero. He is a 
pawn of history who somehow man- 
ages to avoid capture. Perel gains 
nothing from Ms deception except his 
life. and. by doing so, manages to 
score a victory, however dubious, 
over those who would have taken it 
from him . 

The Dark Wind is Hollywood’s first 
attempt to bring to the screen one of 
Tony Hillerman’s superb detective 
novels, noted not just for their skill 
and integrity but also for their unique 
setting - the Indian Country of 
America's Southwest. Hillennan’s 
sleuth is Officer Jim Chee of the 
Navajo Tribal Police (played here by 
Lou Diamond Phillips), a detective 
who balances his interest in police 
work with a desire to master the “old 


EUROPA. EUROPA 
Agnieszka Holland 


THE DARK WIND 
Errol Morris 


MEMOIRS OF AN INVISIBLE 
MAN 

John Carpenter 


SCORCHERS 
David Beaird 


ways" of his people's culture and reli- 
gion. Here, Chee finds himself 
assigned to a seemingly routine stak- 
eout, only to be drawn into a complex 
tale of murder, witchcraft and drug 
smuggling. To make matters worse, 
he soon becomes a suspect in the 
case, pursued by malevolent Federal 
agents as well as the real killer. 

Despite the promising and timely 
material, however, the film gets 
entangled in the undergrowth of its 
own complexity. TMs is not to say 
that there are not good things at work 
here, most notably Phillips's perfor- 
mance. wMch manages to show how 
the qualities that make Chee a good 
Navajo - patience, acuity, respect - 
also make him an effective cop, a man 
who is able to feel the dark wind of 
crime that blows among Ms people. 
And the film makers deserve full 
marks for their unsentimental presen- 
tation of the traditions of the Navajo 
people. 

The problem is the direction of 


Errol Morris, a celebrated documen- 
tary maker whose most famous film. 
The Thin Blue Line, was a painstak- 
ing examination or a real life crime 
for which the wrong man had been 
imprisoned. Unfortunately, Morris’s 
characteristic deliberation and 
exhaustive thirst for facts bog down 
this fictional detective story. All too 
often, he misses the desert for the 
cactuses, providing slogging exposi- 
tion at just the moments he should be 
jolting the viewer along. It is a style 
that is too detailed to make for grip- 
ping drama. The result is a movie as 
bloodless as a corpse left too long in 
the sun. 

* 

Memoirs oj an Invisible Man is 
another film that suffers from a lack 
of flesh and blood. In It. a strangely 
subdued Chevy Chase plays a callow 
stockbroker who manages to get him- 
self zapped by an experimental ray 
that makes him invisible. Far from 
providing the voyeuristic satisfaction 
such a condition might seem to prom- 
ise, this transfiguration brings him 
nothing but trouble, primarily ln the 
form of a wicked CIA agent (Sam 
Neill) who wants to recruit Chase for 
his obvious espionage advantages. 

Director John Carpenter seems to 
have given up on the sci-fi and thril- 
ler aspects of the film altogether, 
straining credibility from start to fin- 
ish with a series of illogical leaps. 
Instead, he focuses on special effects 
and sightless gags, resulting in a few 
nice touches, such as the transparent 
Chase chewing gum or inhaling ciga- 


rette smoke. But the overall feeling 
the film leaves you with is one of 
missed opportunities - when Chase 
finally beds the woman of Ms dreams 
(Daryl Hannah), we are given no 
sense of the pros and cons of invisibil- 
ity in the sack. The whole thing ends 
up being a rather perfunctory rehash- 
ing of Carpenter’s far superior Star- 
man. Indeed, the film’s most convinc- 
ing display of Invisibility conies from 
Hannah herself, who proves yet again 
that her acting ability cannot be 
detected by the human eye. 

A little bit of on-screen invisibility 
would have come in handy during 
Scorchers. Set on a summer’s night in 
backwoods Louisiana, the movie 
intertwines two separate stories of 
innocence and lust, one involving a 
young bride who hides under the bed 
from her earnest young husband, the 
second depicting another youthful 
wife as she goes gunning for her man 
and the prostitute he has been fre- 
quenting. For good measure, there is 
also a nearly incomprehensible sub- 
plot about two feuding old codgers 
who end up dancing to Mahler around 
a jukebox (don't ask). 

Writerfdirector David Beaird seems 
to be operating under the fallacious 
assumption that if he throws in equal 
measures of crudity and sentimental- 
ity then he will come up with some- 
thing that is neither. The result is an 
abrasive, gooey film that manages to 
make yon wonder what Beaird 
expects the audience to feeL Veteran 
cast members Faye Dunaway (as the 
good-hearted whore), James Earl 
Jones (splenetic bartender) and Den- 
holm Elliott (town drunk) seemed to 
have realised that something was 
amiss here, each turning in perfor- 
mances so loaded with self-parody 
that you can forgive them their pres- 
ence in so misguided a production. 


Tumage’s ‘Leaving’ 


Among the younger generation 
of British composers none has 
found himself a more privi- 
leged position than Mark-An- 
thony Turnage. As Radcliffe 
Composer in Association to the 
City of Bi rmingham Symphony 
Orchestra he has not only a 
fine orchestra and concert ball 
at his disposal, but also the 
possibility to try out his hew 
works while they are still at 
the drawing-board stage. 

The latest score to come off 
the drawing-board Is Leaning, 
which had its first performance 
at Symphony Hall in Birming- 
ham on Saturday. As it hap- 
pens, this is not an orchestral 
work at all, hut a choral piece, 
sombre and dignified, a mature 
and frilly polished undertaking 
in every way. The young gun 
who ambushed audiences 
unprepared for the ferocity of 
Ms opera Greek has here given 
way to the serious and unhurr- 
ied thinker. 

His theme is the brevity of 
man's life, explored through 
the words of five poets from 
John Donne to Sylvia Rath. As 
in the best of such pieces there 
is a variety of styles and atti- 
tudes: a haunting lullaby to a 
poem by WJL Auden, conjur- 
ing its nocturnal spell over an 
irregular rocking rhythm. Is 
followed by a crisp and sar- 
donic Stevie South setting. The 
skill on Turnage's part is to 
give the whole a convincing 
unity of mood. 

The score is also wall organ- 
ised. with that special gift so 
important in a young composer 


of hitting upon a recognisable 
musical idea and using it to its 
full value. In Stevie Smith's 
“Drowning" a swirling motif 
holds the movement together, 
working Its way up through 
the instruments, starting on 
piano, trumpets and xylo- 
phone, until it creates turbu- 
lent waters that overwhelm the 
music, leaving only the distant 
cry of the drowning man. 

Those growling low sonori- 
ties and occasional outbursts 
from unfettered saxophones 
are fingerprints of the Turnage 
we know already. He throws 
adventurous sounds the way of 
the instruments in Ms small 
orchestra, more than he does 
to the choir, and it is unlikely 
that the relatively straightfor- 
ward choral parts in Leaving 
posed many problems to the 
CBSO Chorus under Simon 
Halsey. The two solo voices 
were Helen Walker and 
Andrew King, soprano and 
tenor. 

The new work’s depth of feel- 
ing. a public warmth of spirit 
reminiscent of Tippett, lin- 
gered through the interval. 
Then, in the second bait the 
CBSO and Sian Edwards dis- 
pelled it all too quickly with 
Tchaikovsky's Sixth Sym- 
phony, not very well played, as 
the orchestra was coming on 
cold. The performance only 
took off where speed beckoned 
and then it became fast and 
furious with almost careless 
abandon. 

Richard Fairman 
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TODAY’S EVENTS 


■ ATHENS 

Concert Hall 20.30 Ralf Weikert 
conducts Dresden Philharmonic 
Orchestra in works by Wagner, 
Weber and Richard Strauss, with 
an alternative programme on 
Sun. Tomorrow. Sat and Mon: 
Strauss' Elektra with casts 
including Hildegard Behrens. 

Eva Randova and Nadine 
Secunde (722 5511) 


■ BERLIN 

CONCERTS 

Philharmonic 20.00 Michel 
Plasson conducts the Orchestra 
du Capltole de Toulouse in 
Bizet’s Symphony in C, 
Schumann's Piano Concerto 
(Pranqois Rend Duchabfe) and 
Franck's D minor Symphony. 
Tomorrow and Sat: Zubin Mehta 
conducts the Berlin Philharmonic 
in Beethoven’s Triple Concerto 
and Strauss' Ein Heldenleben 
(West Berlin 2548 8232). Sun and 
Mon: Frans BrOggen conducts 
Bach, Mozart and Schumann (302 
7242). Tomorrow in 
Schauspielhaus: Milan Horvat 


conducts Mahler’s Das Lied von 
der Erde. SaL Sun. Mon: Yuri 
Simonov conducts Strauss, 
Vieuxtemps and Franck (East 
Berlin 2090 2156) 

OPERA 

Deutsche Oper 19.30 Carlo Rizzi 
conducts Jerome Savary's new 
production of L’ltaliana in Afgerj, 
also Mon. Tomorrow: Tosca with 
Maria Guleghina and Giacomo 
Aragall. Sat: Roland Petit's ballet 
Les Intermittences du Coeur. 

Sun: Le nozze di Figaro with 
Margaret Marshall and Catherine 
Malfitano (West Berlin 3410 249) 
Staatsoper unter den Linden 
19.00 Die Fledermaus. Tomorrow: 
M barbiere di Siviglia. Sat Les 
Contes d’Hoffmann. Sun; Tosca 
with Anna Tomowa-Sintow (East 
Berlin 2004 762) 

Komische Oper 19.00 Rigoletto. 
Tomorrow: Entfuhrung. Sat 
Giustino. Sun: Cav and Pag (East 
Berlin 2292 555) 


■ CHICAGO 

Orchestra Hall 20.00 Georg Solti 
conducts the Chicago Symphony 
Orchestra and Chorus in Haydn's 
The Seasons. Repeated 
tomorrow. Sat and next Tues. 

Sun afternoon: piano recital by 
Ian Hobson (435 6666) 


■ LONDON 

THEATRE 

• In the Midnight Hour: Philip 
Ryan's musical play celebrates 
the 1960s clubland sound of 
Motown Soul. Until July 7 (Young 
Vic 071-928 6363). 

• The Rules of the Game: 
Pirandello's rarely-performed 


1918 sardonic comedy, with 
Nicola Pagett, Richard Griffiths 
and David Yelland. Until 
June 27 (Almeida 071-359 4404). 

• Loot Joe Orton's wild black 
farce directed by Peter James. 
Until June 6 (Lyric Hammersmith 
081-741 2311). 

• The Blue Angel: Kelly Hunter 
takes on the mantle of Marlene 
Dietrich as the night club singer 
who captivates the respectable 
Professor RaaL Trevor Nunn 
directs Pam Gems' adaptation 

of the Heinrich Mann novel. Now 
previewing, opens next Wed 
(Globe 071-494 5065). 

• Le Bourgeois Gentilhomme: 
Nick Dear's new version of 
Moli6re's comedy of manners, 
directed by Richard Jones 
(National Theatre 071-928 2252). 

• For ticket information about 
all West End shows, phone 
Theatreline from anywhere in 
the UK: Plays 0836 430959 
Musicals 0836 430960 Comedies 
0836 430961 Thrillers 0836 430962 
MUSIC 

Royal Festival Hall 19.30 Vladimir 
Ashkenazy conducts the RPO 
in Messiaen's Turangallla 
Symphony. Tomorrow: Diamanda 
Galas blues evening. Sat: Young 
Musicians Symphony Orchestra 
(071-928 8800). Tomorrow in 
Barbican: Gianluigi Gelmetti 
conducts the BBCSO (071-638 
8891) 

Queen Elizabeth Hall 19.45 
London Sinfonietta gives world 
premiere of James MacMillan's 
Sinfonietta. plus two Schnittke 
concertos. Sun: song recital by 
Rosalind Plowright (071-928 8800) 
Purcell Room 20.00 Song recital 
by Gafina Gorchakova. 


accompanied by Ian Burnside 
(071-928 8800) 

Coliseum 18.15 Michael Lloyd 
conducts David Pountney’s 
production of Don Carlo, with 
Rosalind Plowright and Edmund 
Barham. Tomorrow: Madama 
Butterfly. Sat: John Butler’s new 
opera The Sacchae (071-836 
3161). Tomorrow at Covent 
Garden: I Puritani with Dmitri 
Hvorostovsky and June 
Anderson. Sat La bohdme 
(071-240 1066) 


■ MADRID 

AudHorio National de Mu sica 
Tonight's concert by the Madrid 
Chamber Orchestra consists of 
orchestral transcriptions by 
Manuel de Falla. Tomorrow. Sat 
and Sun: Antoni Ros Marba 
conducts the Spanish National 
Orchestra in works by Mozart, 
Aracil, Berg and Beethoven. Also 
on Sat Ubor Pesek conducts 
Royal Liverpool Philharmonic 
Orchestra and Choir in Mahler's 
Eighth. Sun and Mon: Riccardo 
Mutl conducts the Philadelphia 
Orchestra (337 0100). Tomorrow 
at Teatro Urico La Zarzuela: 
world premiere of Belisa, new 
opera by Miguel Angel Corla, 
in a double bill with Ravel’s 
L'Heure Espagnole (429 8225) 


■ NEW YORK 

Avery Fisher Hall 20.00 Kurt 
Masur conducts the New York 
Philharmonic in a programme 
including the New York premiere 
of Ellen Taaffe Zwjljch’s Flute 
Concerto (Jeanne Baxtresser) 
and the US premiere of Jacques 


Hetu’s Trumpet Concerto (Philip 
Smith). Repeated tomorrow. Sat 
and next Tues (875 5030) 
Metropolitan Opera 20.00 
American Ballet Theatre in La 
Bayaddre, also tomorrow. Sat 
and Mon. Next week: Copp6lia 
(362 6000) 

State Theater 20.00 City Ballet 
In choreographies by Balanchine 
and Robbins. Repertory 
performances continue till end 
of next week, except Mon (870 
5570) 


■ PARIS 

THEATRE 

• Greek: Steven Berkoffs 
setting of the Oedipus myth in 
proletarian London, directed by 
Jorge LavelM. Until June 21 
(Theatre National de la Colllne 
4366 4380). 

• La Ronde: new production 

of Arthur Schnitzler s fascinating, 
dance of seduction (Theatre de 
fa Main d'Or 4805 6789). 

• Life Is a Dream: a 
philosophical tale (1635) by 
Calderon de la Barca, the most 
polished dramatist of Spain's 
golden age. Until June 14 
(Th66tre National de I’Odeon 
4325 7032). 

• Twelfth Night Shakespeare's 
comedy directed by Jerome 
Savary. Until June 20 (Th6fltre 
National de Chaillot 4727 8115). 
MUSIC/DANCE 

Theatre des Champ s-Elys6es 
20.30 James Con Ion conducts 
the Orchestra National de France 
in Arvo Part's Second Symphony, 
Tchaikovsky's First Piano 
Concerto (Horacio Guttierez). 
Debussy's Le Martyre de St 


Sebastian and Ravel's second 
Daphnis et Chlo6 suite. Repeated 
tomorrow at Bobigny (4720 3637) 
Opera Comique 19.30 Der 
Zigeunerbaron, production from 
Vienna. Daily except Mon till May 
23 (4286 8883) 

Palais Gamier 19.30 Two new 
choreographies by Odile Duboc 
and Daniel Larrieu. Also 
tomorrow, Fri and Sat (4017 3535) 


■ ROTTERDAM 

De Doelen 20.15 Valery Gergiev 
conducts the Rotterdam 
Philharmonic Orchestra In works 
by Rimsky-Korsakov and Berlioz. 
Repeated tomorrow and Sun 
afternoon (413 2490) 


■ VIENNA 

Staatsoper 19.30 La travlata. 
Tomorrow: Der Rosenkavaller 
with Kiri Te Kanawa. Sat first 
night of new production of 
Tchaikovsky's Queen of Spades 
conducted by Seiji Ozawa, with 
Mirella Freni, Martha M&dl and 
Vladimir Atlantov. Sun: 
Tannh&user. Next Tues and Sun: 
Don Carlo with Domingo (51444 
2960) 

Musdcverehi 19.30 Boston 
Symphony Chamber Players in 
works by Mozart Copland, Bartbk 
and DvofAk. Tomorrow: Gerd 
Albrecht conducts Austrian Radio 
Symphony Or c h e st ra in works 
by Schoenberg and Zemlinsky. 
Sat and Sun: Rafael Fruhbeck 
de Burgos conducts Vienna 
Symphony Orchestra (505 8190) 
Konzerthaus 19.30 Song recital ' 
by Jochen Kowalski. Mon: 

Samuel Ramey (712 1211) 


European Cable and 
Satellite Business TV 

(all Umaa CET) 

MONDAY TO FRIDAY 


CNN 

2000-2030, 2300-2330 World Busi- 
ness Today - a Joint FT/CNN pro- 
duction with Grant Parry and Colin 
Chapman 

Supe r Cha nnel 

0830-0900 (Mon) FT East Europe 
Repo rt - woeldy Irtdepth analysis 
from FTTY 

2130-2200 (Tues) Media Europe - 
what's new in European madia 
bus In Baa 

2130-2200 (Wed) FT Business 
Weekly - global business report 
with James Bellini 
0830-0900 (Thuis) Media Europe 
2130-2200 (Thurs) FT Eastern 
Europe Report 

0830-0900 (Fri) FT Business 
Weekly 

Sky News 

0130-0200 (Mon). 2130-2200 
(Thurs). 0530-0800 (Frq FT Busi- 
ness Weekly 

SATURDAY 

CNN 

0900-0930 World Business This 
Week - a |olnt TtlCtet production 
1900-1630 World Business This 
Week 

Super Channel 

1930-2000 FT Eastern Europe 
Report 

SUNDAY 

CNN 

1030-110Q, 1800-1830 World Busi- 
ness This week 

Super Channel 

1800-1830 FT Business Weekly 
Sky News 

1330-1400. 2030-2100 FT Business 
Weakly 
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YESTERDAY’S decision by the 
United Nations to withdraw from 
Sarajevo, the capital of Bosnia- 
Hercegovina, casts an ominous 
new shadow over the war in what 
used to be Yugoslavia. Not only is 
it a disappointment for the UN 
and for the European Community, 
which has also withdrawn its 
monitors from the republic, it sig- 
nals, for the moment, a victory for 
Serbia and the Serbian-dominated 
Yugoslav army in their quest to 
create a greater Serbia. 

Ttaat army, which still controls 
a third of Croatia, is now attempt- 
ing to block the deployment of UN 
peace-keeping troops in Croatia. If 
it succeeds, it is reasonable to con- 
clude that the Croatian army, 
which has also been fighting in 
Bosnia, will launch an offensive to 
regain control over its borders. 

When the EC started trying to 
mediate between the warring fac- 
tions last July, it was entering 
terra incognita. This was the Com- 
munity's first attempt to mediate 
in a war, and the first test of Euro- 
pean security after the Cold War. 
The affair has demonstrated how 
the collapse of communism has 
created a security vacuum in 
Europe, as well as exposing the 
Community's own vulnerability 
and divisions on foreign policy 
and security issues. 

For several months, the EC, 
under the umbrella of its peace 
conference chaired by Lord Car- 
rington, adopted a two-pronged 
strategy: while attempting to 
negotiate the break-up of the 
Yugoslav federation, it held out 
the prospect of recognition for 
Croatia until it could broker a 
lasting ceasefire in that republic. 
But under pressure from Ger- 
many. the Community recognised 
Croatia last January. 'Hie decision 
did nothing to stop the war from 
spreading to other parts of Yugo- 
slavia. Serbia and the federal 
army consolidated their positions 
in Croatia, and then attacked Bos- 
nia-Hercegovina. More than 1m 
people have been displaced, and 
thousands killed, in the struggle. 


Precipitate action 
Throughout the 11 months of 
fighting, the EC has been accused 
of indecision and weakness tris-a- 
ins the aggressors, principally the 
Yugoslav army. The Community 
also stands accused of acting pre- 
cipitately in its recognition of 


Croatia and Bosnia-Hercegovina, 
on the grounds that this provoked 
the army, and Serbia, into grab- 
bing more land, and undermined 
the efforts of the EC peace confer- 
ence. There is some justice In 
these charges: the EC has itself 
been divided on how to proceed 
and most member governments 
now admit that premature recog- 
nition was a mistake. 

Futile debate 
Nevertheless, this debate is 
futile; there has never been the 
political will within Croatia or 
Serbia to stop the figfrHng. Cease- 
fire agreements by both sides were 
repeatedly broken and the grab for 
land by both republics took prece- 
dence over EC and UN peace 
efforts. The EC must now ask 
what else it can do - to stop the 
killing, and prevent a heavily- 
armed Serbia from becoming the 
new strong man of the Balkans. 

In practical terms, the EC must 
immediately enforce the arms 
embargo imposed on all the for- 
mer republics of Yugoslavia by 
the UN Security Council. This will 
not be easy. Bat at least the Com- 
munity should spell out to Aus- 
tria, Russia, Slovenia and the 
countries of eastern Europe that it 
will take a dim view of support, 
sales, or transfers of weapons to 
any parts of the Balkans. For its 
part, the US, which has remained ' 
on the sidelines, must signal to . 
Russia (if tt has not already done 
so) that its conciliatory attitude 
towards Serbia, is not consistent 
with improving relations between 
Moscow and Washington. 

The EC must also keep up the 
pressure on Serbia, Recalling its 
ambassadors from Belgrade earlier 
this week was a necessary. If 
belated gesture. It should now 
make dear to Serbs that President 
Slobodan Milosevic’s regime will 
find no place in Europe unless it 
gives up its territorial ambitions; 
that it will do everything in its 
power to ensure that a greater 
Serbia can not be economically 
sustained. Eventually, Serbia will 
need good relations with the EC. 

In the meantime, despite yester- 
day's developments, the EC awl 
the UN have said they will perse- 
vere with their peace efforts. Stop- 
ping now is precisely what the 
Yugoslav army and Mr Milosevic 
want the outside world to do. 
They should not be appeased. 


Opening up 
the post 


FOR THE citizens or Europe's 
prospective single market, com- 
municating with one another is a 
business that is changing with 
breathtaking speed. But amid the 
seismic upheavals in telecommu- 
nications markets and technolo- 
gies, one sector has thus far 
remained relatively impervious to 
change: the post. Now, at last, a 
dose of market discipline seems to 
be coining to the mail too, with 
the publication yesterday of the 
European Commission’s green 
paper on postal services. 

The paper, which proposes the 
opening of a range of mail services 
currently carried out exclusively 
by national postal monopolies to a 
modicum of competition, has been 
a long time in arriving, and is stiff 
worryingly short on detail. Stiff 
opposition among the postal 
administrations and some EC gov- 
ernments to earlier drafts helped 
to delay it, and to blunt some of 
the Commission’s ideas. 

But its delivery is no less wel- 
come for that In the process of 
consultation that now begins, it 
will be up to users of postal ser- 
vices to make sure that the Com- 
mission hears their case for 
enhanced competition and 
improved efficiency at least as 
dearly as it will hear the postal 
monopolies' objections. 

How this debate unfolds should 
be of interest to business every- 
where in the Community. Compa- 
nies need efficient postal services 
at affordable costs as much as 
ordinary citizens do. The fact that 
the quality of such services varies 
significantly between EC member 
states is a distortion to the Euro- 
pean market and a serious handi- 
cap for businesses and consumers 
in those countries with poor 
postal administrations. Critically, 
companies and individuals also 
depend on the existence of a uni- 
versal service - one that ensures 
next-day delivery to a remote 
farmstead in Brittany as readily as 
to the Rue de la Bourse. 


Balancing requirements 
Yesterday’s green paper - the 
result, among other things, of a 
tussle between Mr Filippo Maria 
Pandolfi's communications direc- 
torate and the Commission's com- 
petition czars under Sir Leon Brit- 
tan - is an attempt to strike a 
balance between these various 
requirements. Sensibly, the Com- 


mission has shied away from com- 
plete liberalisation of the postal 
market, which almost everybody 
agrees would lead to the loss of a 
universal service, at least of one at 
affordable prices. Equally wisely, 
it has shunned the opposite 
course: complete harmonisation of 
services, which would essentially 
entail the establishment of a sin- 
gle, monster postal administration 
for the entire Community. 

Extended competition 

The proposal is, rather, that 
existing national postal adminis- 
trations should retain their 
monopoly over domestic letter ser- 
vices up to a certain (as yet unde- 
termined) price and weight IeveL 
and that competition - currently 
allowed, for example, in parcel ser- 
vices - be extended to other 
areas, such as express, direct mail 
and cross-border services. Any 
restrictions on competition, it 
argues, should be aimed solely at 
preserving universal services. 

The benefits of such a gradualist 
approach can already be seen in 
Britain, where the Post Office has 
taken advantage of modest 
increases In competition to 
improve its services and manag e, 
ment practices. This Is one British 
experience worth investigation by 
other EC countries. 

As always, the devil will lie in 
the detail of the Community's 
eventual regulations, and In their 
implementation. And in this 
respect the green paper does give 
some cause for concern. Compared 
with earlier drafts, for example, 
the Commission has watered 
down its commitment to opening 
up cross-border services and direct 
mail. It has also introduced a 
clause which would allow govern- 
ments worried about eroding their 
universal mail services to apply 
more restrictive measures - a 
sizeable potential loophole. 

Hence the importance of regula- 
tion. To prevent cheating by the 
postal monopolies, any eventual 
EC postal directive must contain 
provisions for a tight, and trans- 
parent, regulatory regime. And 
any exemptions to competition 
should be'as ti ghtly drawn as pos- 
sible. Only under these oon d i rinng 
will Europe's state owned postal 
services achieve higher efficiency, 
while allowing private sector com- 
petitors to develop the new ser- 
vices a healthy economy needs. 


N othing could more 
dearly reveal the rev- 
olutionary changes 
now under way in 
Russia than the 
attempt to make the rouble Interna- 
tionally convertible. If the attempt 
succeeds, Russia and, shortly there- 
after. other participants in the rou- 
ble area, will have been dragged 
Into the global market economy. 
More important still, the global 
market economy will have been 
dragged into Russia. 

The rouble symbolises almost 
everything that was wrong with the 
Soviet economy. That it was incon- 
vertible into foreign exchange was 
the least of its problems. Cash could 
not be freely exchanged into goods, 
assets or even bank accounts. When 
Mr Valentin Pavlov decided in Jan- 
uary 1991 to take RbslOO and RbsSO 
hank notes out of circulation, he 
was merely demonstrating the con- 
tempt In which Soviet ministers 
held both the money they issued 
and the people who have to use it 
The use of the printing press as 
the main instrument of public 
finance in a year when the all- 
Union budget deficit rose to 19 per 
cent of gross domestic product 
destroyed what remained of the rou- 
ble's utility. One result was restric- 
tions on inter-republican trade, in 
order to keep scarce commodities 
from flooding out. This accelerated 
the move towards barter trade, 
itself an Important reason for the 17 
per cent decline in the real GDP of 
the former Soviet Union last year. 

The price liberalisation 
announced by the Russian govern- 
ment at the end of December 1991 
and reluctantly followed by the 
other republics was the first stage 
on the road to convertibility. Para- 
doxically, the reduction in the 
notional purchasing power of the 
rouble by three and a half times (on 
the official price index) made that 
despised piece of paper worth pos- 
sessing, by eliminating shortages. 

Convertibility into domestic con- 
sumer goods is the least one might 
expect of a currency. Bat, with the 
introduction of a foreign exchange 
auction - albeit a limited one, with 
no more than $15-$20m offered at a 
time - along with a sharp deprecia- 
tion of the currency, the rouble 
could also be turned into foreign 
exchange. 

It is on the latter that the govern- 
ment now wishes to build. Convert- 
ibility of the rouble into foreign 
exchange at a unified and fixed 
exchange rate offers the following 
advantages: 

• together with the proposed elimi- 
nation of almost ail import and 
export quotas (apart from those on 
oil and gas) and the introduction of 
export taxes and import tariffs, the 
latter mostly at around 5-10 per 
cent a convertible exchange rate 
would help to move Russian rela- 
tive prices towards world levels; 

0 a convertible exchange rate 
would increase competition in the 
domestic economy; 

• an internationally convertible 
rouble would encourage the return 
of flight capital, stimulate foreign 
direct investment, eliminate the 
need to introduce market-protecting 
export controls among the former 
Soviet republics, reduce the incen- 
tive to introduce new republican 
currencies helter skelter and create 
the basis for a common market 
throughout the Commonwealth of 
Independent States; finally, 

0 a fixed exchange rate for the rou- 
ble would provide a monetary 
anchor to the reforms. 

By July l, the exchange rate of 
the rouble is to be unified and made 
convertible for Russian residents on 
current account Initially it will 
float Some time afterwards (a date 
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Russia rolls the 
dice of reform 

Martin Wolf traces the difficult process of 
making the rouble stable and convertible 



between the beginning of August 
and the autumn now being dis- 
cussed by the Russian authorities) 
the rouble is to be fixed. A rate of 
Rbs80 to the dollar has been tenta- 
tively proposed, with a margin of 
7 'A per cent on either side. 

The reform would create a single 
exchange rate. Penal rates, such as 
the one obliging exporters to sell 40 
per cent of their earnings to the 
state at a sharply reduced rate 
(something they generally fail to 
do), would be abolished. Further- 
more, there would not he a special 
rate for capital transactions, though 
convertibility on capital account 
would be restricted until the rouhle 
finds a more "realistic" level 
. Far more important than setting 
dates is establishing the necessary 
conditions. Exchange facilities have 
to be created throughout Russia. 
More important a unified, convert- 
ible and fixed exchange rate is pos- 
sible only with strict monetary con- 
trol But to gain such control, the 
Russian government needs to 
achieve a harmonious working rela- 
tionship with its own central bank 
and curb the three main sources of 
rouble diarrhoea: the budget the 
enterprises and the republics. 

The Russian government inher- 
ited a budget in extreme disorder. 
Ostensibly, it reduced that deficit to 
about 1 % per cent of GDP in the 
first quarter of 1992. But this was on 


an expenditure, not a commitment 
basis. On the latter basis, the deficit 
was about 5 per cent of GDP. In the 
government's memorandum to the 
International Monetary Fund on its 
economic policies of February 1992, 
it promised a budget deficit for 
April to December 1992 of 1.4 per 
cent of GDP. This forecast has since 
risen to 5 per cent and presupposes 
that defence spending can be kept 
to around 4V4 per cent of GDP. Fur- 
ther monetary emission to finance 
the deficit seems inevitable. 

F ebruary's draft budget fore- 
casts domestic taxation of 
oil and gas at 47 per cent 
of GDP between April and 
December and export taxation 
(including on oil and gas) at 9.1 per 
cent of GDP. But Mr Yegor Gaidar, 
the deputy prime minister in charge 
of economic reform, insists that a 
large net increase in revenue must 
not be expected. A rise in the price 
of oil from an initial level of Rbs35Q 
a tonne to over Rbsl2,000 by the end 
of next year is likely. Such large 
increases in energy prices will 
require offsetting subsidies to users, 
at least for a transitional period. 

State enterprises have responded 
to reform by trying to maintain 
employment and output, while put- 
ting up prices and not paying their 
debts. In response, a worried gov- 
ernment has already agreed to 


expand central bank credit to the 
commercial banks by Rbs200bn, 
which implies a rise in total credit 
of almost 50 per cent The difficul- 
ties of enterprises can only increase 
after the planned energy price 
increases. 

Energy pricing plays no less 
important a role in the most diffi- 
cult area of all: inter-republican 
relations. At present, the rouble is a 
currency with 15 central banks and 
no monetary discipline. Why should 
any government or central bank 
behave prudently when the central 
bank next door can flood its coun- 
try with roubles? The planned move 
to stabilise the rouble would be 
swiftly undermined if errant repub- 
lics were not first brought to heeL 

The question is whether Russia 
possesses the right mixture of deter- 
mination and generosity. Without 
the former, there will be monetary 
chaos; without the latter, there will 
be collapsing trade. But convertibil- 
ity plus energy price liberalisation 
does provide Russia with the 
needed carrots and sticks. 

As an internationally convertible 
currency, the rouble would be more 
valuable than any of the new cur- 
rencies that are likely to be intro- 
duced by other republics, at least in 
the near future. 

Sustaining trade among the coun- 
tries of the former Soviet Union is 
essential Such trade cannot be sus- 


tained (or rather restored) on the 
Ss of settlement in hard cur- 
!!S because of the shortage of 
SSange. But cho simpltet 
payments union would be the main- 
taiance of the rouhle area. Ruasfa 
would run it. In return for contort, 
Russia would also have to provide 
the transition^ credits that most of 
the other republics will need as 
soon as energy prices are raised to 

world lewis. ... ... 

Even for those repubiics thai. 
resent Russian control and intend 
to establish their own currencies a 
period of economic restructuring 
within the rouble area is a JMjte 
first step. Mr Matiukbin, the chair- 
man of the Central Bank of 
states that much progress has been 
made, with agreement on obligatory 
reserve ratios, discount rates and 
the distribution of cash. Correspon- 
dent accounts between central, 
banks have also been established. 
Agreeing limits on mutual credit fe 
now the most important outstand- 
ing item. _ , ’ 

Rouble stabilisation demands 
assistan ce from abroad as well. The 
$24bn proposed by the Group of 
Seven industrial countries for mis 
year includes humanitarian .assis- 
tance and debt relief. But the latter : 
merely recognises the reality that 
repayments are not being made. 

The core of the S24bn would be a 
$4bn stand-by agreement with the 
IMF. which that organisation sug- 
gests may be completed in July, 
plus Russia’s share of the $2*5bn 
promised by the World Bank in 
loans for essential imports. The 
$6bn stabilisation fund from the 
General Arrangements to Borrow of 
the Group of Ten. which comprises 
the G7 countries plus Belgium, the 
Netherlands, Sweden and Switzer- 
land. would be available only when 
the rouble is fixed. 

If the rouble is to be fixed, how* 
ever, two questions arise: at what 
rate? And for how long? 

With Russian gross national prod- 
uct smaller at current exchange 
rate than Belgium’s, the rouble Is 
undervalued. It has been appreciat- 
ing rapidly in real terms, however, 
as prices soar and a further Teal 
appreciation seems inevitable. If 
some of that could come via nomi- 
nal appreciation rather than infla- 
tion. that would be heplful But it 
will take some time for a sensible 
exchange rate to emerge in a mar- 
ket that win be distinguished by 
Russians' determination not to 
exchange hard currency for roubles. 

Moreover, with large energy price 
increases in the offing, inflation will 
continue at a rapid rate. The gov- 
ernment itself talks of 15-20 per cent 
a month (400-700 per cent a year). 
Such inflation is inconsistent with 
exchange rate stability. Moreover, a 
trade deficit of $2£bn in the first 
quarter alone shows that what is on 
offer is not, in fact, that much. 

It would be senseless even to try 
to stabilise the rouble before the 
exchange rate had stabilised and 
positive real interest rates had been, 
established (along with the effective 
bankruptcy provisions needed to 
make such interest rates bite). A 
central h«nk discount rate of 50 per 
emit, however astronomical it may 
seem to Russians, will provide no 
dyke against the monetary tide with 
inflation running at 15 per cent a 

month. 

No single act could do more to 
signal the beginning of serious eco- 
nomic transformation, not merely ■ 
of Russia but of the former Soviet ' 
Union, than rouble convertibility - 
and stabilisation. It is worth the 
gamble. But tile gamble must be 
taken carefully: unification and con- 
vertibility first; fixing the exchange 
rate second; monetary control, first - 
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Book Review 


The business of sport 


I t has long been necessary to 
be a lawyer and accountant 
fully to understand sport in 
America. To these qualifica- 
tions must now be added an 
advanced degree in economics. 

The thought is prompted by two 
apparently disparate events. The 
first occurred on April Fool’s Day 
when 500-odd toothless Canadians, 
supplemented by Russians, Czechs. 
Slovaks, Swedes, and even the odd 
American, closed down the National 
Hockey League for the first time in 
its 75-year history. 

The second is the publication of a 
truly formidable, but completely 
engrossing, tome by the Brookings 
Institution called, deliciously. Dia- 
monds Are Forever, and sob-titled 
The Business of Basebaff. 

Ice hockey is a sport in some trou- 
ble. Wayne Gretzky may be the 
greatest thing ever to put on skates, 
including both Torvill and Dean. 
But its nasty, brutish Image, allied 
to the eternal problems of following 
a fast-moving puck, means it has no 
national US television contract 
Its players do not seem to under- 
stand this. Wbat they have grasped, 
however, and what the Brookings 
book demonstrates In econometric 
spades, is that the best way to earn 
more money is not nakedly to ask 
for it but to go on strike in order to 
change the terms of employment 
This is essentially what the off- 
field history of baseball over the 
last generation has been all about 
ever since, in 1969, an outfielder 
called Cart Flood challenged in the 
courts the sport's reserve clause 
and refused to be transferred from 
St Louis to Philadelphia. ‘ 

Curt Flood lost his case when the 
Supreme Court ruled that baseball 
was exempt from the national anti- 
trust laws. But others followed his 
lead and after a couple of strikes 
and endless negotiation the reserve 
clause was confined to the dustbin 
for all but the youngest and was 
replaced by the concepts of free 


DIAMONDS ARE 
FOREVER; THE 
BUSINESS OF 
BASEBALL 

By Paul M Sommers, 
editor 

Brookings Institution 


agency, individual contracts and 
binding independent arbitration of 
salary disputes. 

The impact on the players’ pock- 
ets has been dramatic. A recent sur- 
vey in USA Today newspaper 
reported that 20 years ago the aver- 
age annual salary was $34,000; in 
1982 it had risen to just over 
$200,000: this year it should exceed a 
cool Sim. Yet this has not been 
ruinous to the sport's viability 
because baseball revenues have 
soared with its booming popularity. 

Where the Brookings book's 10 
essays, replete with economic mod- 
els, extrapolations and charts, is 
indispensable is in the extent to 
which it dissects the processes of 
the changes in the sport's structure, 
never better than when it addresses 
the fundamental problem of the link 
between pay and performance. 

The starting point Is Babe Ruth’s 
famous comment in 1930 when he 
was asked how he could justify 
earning more than Herbert Hoover, 
who happened to be president “I 
had a better year than he did,” the 
Bambino replied. 

The Brookings prose is a little 
more involved, as perhaps it needs 
to be. Thus Andrew Zimbalist 
writes: “A profit-maximising 
employer will hire workers up to 
the point where the marginal factor 
cost (MFC) Is equal to the gross 
marginal revenue product (MRP). 
The marginal factor cost, in turn, 
will equal the salary paid to the 
factor (the player) plus any neces- 
sary marginal ainriHar y costs that 
accompany the factor." 

Space here precludes going into 


formulaic ingredients in detail But 
there is one killing table, covering 
the seasons from 1986-89. and seek- 
ing to determine, using the MRF 
yardstick, whether players are 
exploited or overpaid. 

it shows that if anything, players 
still do not earn enough, though in 
1989 a near perfect balance was 
achieved. But it also proves that the 
younger the player the greater the 
degree of exploitation. 

Apprentices were paid between 
one-fourth and one-sixth of their net 
MRP; journeyman performers, with 
arbitration and free agency rights, 
earned 5064 per cent of their MRP; 
the stars were paid 23-39 per cent 
above their MRP. In another age It 
would be called child labour. 

But a parallel chapter, by Rodney 
Fort, raises another problem. Player 
union power in the last 20 years has 
actually produced greater inequal- 
ity in pay, contrary to its presumed 
intent and certainly all its rhetoric. 
This in turn has probably led to a 
less equal distribution of talent and 
therefore a less competitive sport 

The tens themselves, the most 
vocally disgusted over soaring sala- 
ries , actually contribute to them by 
demanding to see what they con- 
sider the best; and the best players, 
especially pitchers, do fill ballparks 
and owner’s pockets. 

Yet baseball delights in defying 
the economic statistician. Last 
year's World series, between Min- 
nesota and Atlanta, was not only 
contested between two teams who 
had finished last In their leagues in 
1990. They also had lower than aver- 
age payrolls, because most of their 
best players were young. 

A seasonal aberration, perhaps; 
after all as Arthur Bums, the Fed's 
late chairman, once seasonally 
adjusted the Great Lakes never 
freeze ova-, and nor, of course, will 
baseball lice hockey should be so 
lucky. 

Jurek Martin 
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TAP Navigator Superdeal. 
The business 
bargain to Portugal. 

•Take a partner before 30 June "92 on TAP's 
Navigator (Business Gass) to Lisbon or Faro, and 
that partner goes FREE. 

• Fly Navigator to Lisbon and Faro by yourself 
before 30 June '92, and get an Economy Gass 
ticket to mainland Portugal valid to 31 December 
"92 FREE. (From Manchester this offer applies 
only to Lisbon). 

•Take a partner Navigator Class to Porto or 
Funchal and that person goes HALF-PRICE. 

• All offers apply i 0 return tickets on TAP services 
only. For bookings and the details of all the great 
TAP Superdeals contact your uavel agent, or TV 
direct on 07 1 -828 0262. fax 07 1 -828 1 742. 
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Major’s commitment to more open government will be shown in 
--reforms that are piecemeal but profound, says John Willman 

Lifting the lid on a 
Pandora’s box 



hot the prime 
minister recently 
announced the 
. - . identity of the 

head of MI8, Britain’s secret 
intellig ence service, the very 
existence of which had never 
been publicly acknowledged, 
2m . caused a considerable and 
deliberate stir. 

This was no casual indiscre- 
tion. Mr Major linked the out- 
to y of Miffs chief with a pb^r * 
to sweep away the “cobwebs of 
secrecy which needlessly 
veiled too mnch government 
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This week, Mr. William 
Waldegrave, the minister 
responsible for the dvil ser- 
vice, announced a fer-reaefaing 
review of the UK’s secrecy 
laws. Legislation to lift unnec- 
essary restrictions on the 
release of govsnment infonna- 
tion is expected next year. 

These steps are only the first 
in a programme of measures to 
open the. whole Whitehall 
maehiwp to greater sc r utiny , as 
promised in the Conservative 
party election manifesto. How- 
ever, greater openness is <mty 
part of a prop a mine of consti- 
tutional reform which the 
prime xnnwftte r is wwArfuring j 
including changes in the posi- 
tion of Scotland and perhaps 
even a Bill of Rights. 

Initially, it will be open gov- 
ernment whore greatest prog- 
ress is made. Rest to go will be 
some of the secrecy which sur- 
rounds ministerial decision- 
making. The responsibilities 
and membership of cabinet 
committees which do moat of 
the cabinefs week will be pub- 
lished tor the first time, within 
the next few days. And Ques- 
tions of Procedure fin- Minis- 
ters, the guidebook which sets 
out ministers* responsibilities, 
will be published. 

Mr Major remains opposed to 
any formal la gMatton on free- 
dom information. Ss view fs 
that it only makes tilings more 
secret civil servants and politi- 
cians wfQ not commit to writ- 
ing information which would 
be embarrassing were it to 
come out And he believes that 
the quality of policy-making 
will deterior ate if advisers can- 
not explore all options freefy 
because their advice is to be in 
the public iiwnutn 

But the prime minister h 
keen to relax the procedures 
under which many government 
papers remain secret well 
beyond the traditional 30-year 
rule. Be would like a Wswfcwt 
release of historic documents, 
including many still classified 
from the Second World War, 
with only those for which 
release could be proved damag- 
ing held back. Following oppo- 
sition from the cabinet office 
over the resources this screen- 
ing would involve, the h heli- 
hood is that more archive 



material w£Q be made available 
on request, subject to veto case 
by case by the department con- 
cerned. 

The Conservatives can 
already claim scene success at 
opening Whitehall to public 
gaze. For example, the more 
powerful select committees set 
pp after the 1979 general elec- 
tion can question ministers 
and civil servants in public 
and call for the production of 

documents and 

other evidence. 

He creation 

of more than 70 changes are likely 


44 It w2I make the workings of 
the system dearer and allow 
informed de bate on its short- 
comings," Mr Mather says. “Mr 
Major is more interested in 

wiiwri t ii Himal rhang g than Mr s 

Thatcher, and Is p repared to 
consider deft changes to politi- 
cal mechanisms which could 
produce better results." 

Mr Major has already sig- 
nalled an interest in chang in g 

pgrHamgwfar y procedures *»tvl 

hours. And he 

Constitutional has made 


encouraging 
noises about 

*0 j* pfecemeaL But 

government their eventual impact est increase in 
services has led conld be profound jgj 

legitimacy of 


to the publica- 
tion of ittfflmui- 


tion previously shrouded In 
secrecy on targets, quality of 
service and financial perfor- 
mance. And the Citizen's Char- 
ter^ the prime minister's cam- 
paign to improve dm public 
services, is forcing schools, 
health authorities and local 
councils to publish details of 
their performance. 

Increasing the openness of 
government is a move to 
n poiH> iteffriftnriflR in the con- 
stitutional system, according 
to Mr Graham Mather. Mr 
Mather is president of the 
European Policy Forum, a free- 
market think-tank on constitu- 
tional reform which has 
attracted Mr Major's support. 


Conservative rule is under- 
mined by the party’s third 
position in Scottish politics. 

While there is no doubting 
thp p rime minis ter's commit- 
ment to preserving the Union, 
he has gone out of his way to 
promise some etemg p to “make 
gover nm ent more responsive 
to the nppriq of Scotland". This 
may be no more than the for- 
mation of a select committee 
for Scotland, or the restoration 
of the Scottish Grand Commit- 
tee - all MPs with Scottish 
seats - sitting perhaps in 
Bdmhnr gh from time to time. 
But the prime minister has 
made it clear that he is pre- 
pared to look for new solutions 


to constitutional problems. 

Other issues he Is likely to 
address include the constitu- 
tional role of local government. 
After a decade of strife 
between Whitehall and town 
halls and the growth of con- 
tracting out and opting out, 
local authorities are Changing 
into purchasers of local ser- 
vices rather than providers. 
Many Conservatives believe 
that a review Is overdue, and 
that the work of Sr John Ban- 
ham’s Local Government Com- 
mission offers an opportunity 
for a new settlement between 
central and local p w m m inwil 

Mr Mathw sees the 1990s as 
a decade of even more radical 
constitutional reform - includ- 
ing the Introduction of a Bill of 
Rights which would entrench 
such constitutional chang es. 

"We have been moving into a 

more righls-based structure for 
the public services,” he says. 
“It would be appropriate to 
mark such changes with a 
written document.” 

This commitment to a some 
sort of written guarantee of 
rights is echoed by Mr Ferd- 
inand Mount, the former 
Downing Street adviser whose 
recent book The British Consti- 
tution Now sets out a Conser- 
vative agenda for reform. He 
proposes a constitutional 
entrenchment law, complete 
with supreme c ou r t to rule on 
It — and a sserts that such a 
move would be entirely within 
tiie Conservative tradition. 

Mr Major has certainly given 
no hint of a move towards a 
Bill of Rights in his thinking. 
But both Mr Mather and Mr 
Mount are influential in Down- 
ing Street and among Conser- 
vative opinion-formers. 

The prime minister is dearly 
delighted to have seized the 
initiative on open government 
- he teased Conservatives at 
the Carlton Club’s eve of 
Queen's Speech reception with 
^linmnna to the "surprise” he 
planned for the next day. As an 
astute politician, he undoubt- 
edly realises that moving to 
the ground of constitutional 
reform danfeg it to his oppo- 
nents. 

However, he is also aware of 
the need to carry his party an 
any reforms. Conserv ati ves are 
easily alarmed by threats to 
the established order - as 
Lord St John of Fawsley put it, 
the party needs to be reassured 
that the slate is not about to be 
wiped clean and a fresh start 

made. 

So constitutional changes 
are likely to be piecemeal. But 
their eventual impact could be 
profound, as with other aspects 
of the “incremental Conserva- 
tism" which >i«« become the 
hallmark of Majorism. They 
will certainly amount to more 
than a tilt in the direction of 
open government. 


Observer 
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Mandarins 

unmoved 

■ Will Premier Major’s class- 
* less society accomplish 
something plain reason has 
failed to do for 70 years: get 
Britain’s top mandarins to 
chan ge the name of HihIt 
union, the Association of First 
Division Civil Servants? 

What the name meant was 
dear when the outfit was set 
up in 1919 because the civil 
service was then organised 
into three divisions. But that 
structure was abolished three 
years later, taking with it the 
reason for the title. 

Prospects of a re-naming 
Initially looked bright at the 
association’s conference in 
London yesterday. Proposing 
a change, the social security 
department’s Justin Wlckens 
mid the title's ditist ring 
deterred potential recruits. 

But in the end the reform 
was blocked, despite the 
absence^ ^of honorary member 
Sir Humphrey Appleby, of Yes 
Minister! Tax inspector WH 
Richardson substituted, . 
arguing that the title is a well 
recognised brand, and adding 
“We may look like a snooty, 
elitist union, but at least ' 
people know which snooty 
didst union we are.” 

The killing blow bad come 
earlier, though, when Wlckens 
told members that wife the 
demise of the first division of 
the football league, for them 
too "it was time for a change". 

That very same phrase had 
been used by the Labour Party, 
said a speaker from the floor. 

- mid look where it got them. 


Design change 

t ■The arrival of Anthony 

amop dfrGoodlng as the new 
chairman and chief executive 
of the Design find Art 
• Directors; Association, better 
known as D&AD, has caused 


a bit of a stir. Not only is it 
a bit of a comedown for the 
54-year-old Simonds-Gooding, 
once considered a contender 
for the top job at Guinness, 
but it also comes after a long 
bout erf grief for the UK’s 
iMiting design and advertising 
award-making or gani s atio n. 

D&AD has effectively been 
without a chief executive since 
the start of 1992. Some would 
argue that lads of effective 
administration started much 
earlier than that; in 1984 it was 
discovered t h at D&AD had not 
filed accounts for nine years. 

Edward Booth-CHbbom, who 
beat executive chairman of 
D&AD for yonks, was 
suspended in January and up 
until this week lawyers were 
wrangling over the wording 
of the statement concerning 
his final departure. 

D&AD is a registered 
charity. But the board 
discovered all kinds of 
activities being conducted 
under its aegis which seemed 
to have little to do with the 
running of an annual awards 
dinner - D&AD’s main raison 
(Titre. At the very least, 
financial control seems to have 
gone haywire. Yesterday it 
was announced that 
Booth-CHbbom was leaving. 

In fairing SimomteGooding, 

a forms' Whitbread and 

SawteW mar kpHng whiz ami 

ex-boss of British Satellite 
Broadcasting, the D&AD seems 
to he taking a sledgehammer 
to the problem. But better late 
than never. 


Jam on it 

M Talk about making a virtue 
of a necessity . Hotels around 
the notorious M25 motorway 
orbiting Loudon are urging 
motorists to stay with them 
whfle spending seven days 
creeping round the perimeter, 
and sight-seeing during the 
frequent stoppages. 

Recommended hold-up points 
for the £250 holiday include 



“I notice he winked when 
he excommunicated you” 


junction 12 with view of 
Thorpe theme park, junction 
3 for Winston Churchill's 
ChartwelL, and junction 33 

with prospect of Windsor 

Castle. 

One of the 28 hotels 
involved, the Churchgate 
Manor at Harlow, is putting 
extra Jam on its offer by 
providing a free tank of petrol 
daily, phis survival picnics 
for those who get gridhxked 
too often to use it 


Debt of gratitude 

■ It is good to see that the 
worst slump in living memory 
has not affected the property 
industry’s sense of humour. 
Guest of honour at the British 
Property Federation’s annual 
bash was none other than the 
hapless Sir John Quinton, 
chairman of Barclays, which 
has been pilloried as the 
largest UK lender to the 
property industry. 

To bring the point home, 
a speech of thanks was made 
by the federation’s outgoing 
president Trevor Osborne, 
chairman of Speyhawk, which 
has just lost Barclays a small 
fortune. "Sir John,” quipped 
Osborne, “we owe you more 


than we can ever repay." 

Osborne was not alone in v 
his gratitude to Sir John, 
whose speech contained much 
that the property industry 
wanted to hear. “Banks would 
fax rather work with, not 
against, terfr customers, and 
the incumbent management 
who know the assets best," 
he said. 

It would all have been quite 
reassuring for the industry 
had it not been for the 
composition of the guest-list. 
The largest contingent, 
occupying no fewer than five 
tables, was from Madagans, 
a wen known firm at bailiffs. 


Job-hunter 

■ It is hard to believe we’ve 
heard the last of Brenda Dean, 
Britain’s most prominent 
woman trade unionist. 
Admittedly, her career as a 
trade union official is probably 
over. But she is only 49, Is a 
well-known public figure, and 
hag ran a big organisation. 

Her abrupt departure from the 
GFMU suggests she doesn’t 
like playing second fiddle. 

Unlike most of her 
colleagues she Is respected in 
some Conservative party 
circles and counts people like 
Lady Howe among her friends. 
No doubt she could find a 
home in an outlying quango. 
Perhaps Gillian Shephard, the 
pew employment secretary, 
might find her a job. It would 
make wonderful PR for the 
Conservatives. 


Under cover 

■ John Major's vaunted 
sweeping away of the secrecy 
surrounding Britain’s 
intelligence services has feDed 
to Impress a reader in France. 

Sure, the UK premier has 
acknowledged foe existence 
of MIS as wall as MB. be says. 
But what about Mis 1, 2, 3 
and 4? 
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The price to 
be paid for 
learning a 
language 

From ifr Daeid J Broott. 

Sir, In reviewing the book. 
La n gua g es in International 
Business (Management; 
“Talking turkey on foreign lan- 
guage lessons", May IS), Chris- 
tophs* Price omits to mention 
one of the fundamenta l ques- 
tions that c onfr ont s employees 
who learn languages for busi- 
ness. 

Whatever the employer’s 
intentions, there » a definable 
cost In money terms to the 
employee. 

If an employer pays even 
part of the cost of language 
lessons then the employee will 
be taxed on that amount as a 
pexk in the same way as he or 
she is taxed on the benefit of a 
company car. 

Even worse is the feet that 
someone paying top rate 40 per 
cent tax will be charged at 47 
per cent of foe cost of the les- 
sons because even the tax on 
lessons is taxed. 

This matter was raised not 
only with foe Inland Revenue 
but also at high level in foe 
last Treasury team. The gov- 
ernment’s answer was that if 
such perks are not taxed then 
foe government would have to 
give tiie tame lwnufft to the 
ladies of the night in Bayswa- 
ter. 

I admit to being surprised 
font the inland Revenue can- 
not tell foe difference between 

a large International hank in 


UK needs high value 
added activities to 
stimulate economy 


From Sir Mark E Bkacklty. 

Sir, While the pledge by Mr 
Michael Heseitine. the trade 
and industry secretary, to 
“help British Industry to win" 
is commendable (May B) I won- 
der what exactly he means by 
“British industry". 

Would he Include: 

• multinational companies, 
such as ICl, that ate head- 
quartered in the UK yet have 
significant sales and share 
ownership outride the country; 

• foreign -owned companies, 
like Nissan, that are sizeable 
employers in the UK; 

• UK-owned companies, such 
as Amstrad, which sub-con- 
tract significant manufactur- 


ing and assembly operations to 
firegn countries. 

Any dialogue that seeks to 
stimulate wrammic growth by 
“picking winners" - the main 
focus of industrial policy in 
France - foils to address the 
key issue. A more urgent prior- 
ity is the development of those 
skills and capabilities neces- 
sary to attract high value 
added activities Into the UK, 
no matter what the companies' 
national origin, 

Mark E Bleackley, 

PhD Programme, 

London Business School, 

Sussex Place, 

Regent's Park, 

London NWl 4 SA 


tiie City and a sole trader who 
does not import or export. 

By contrast, my subordinates 
in Frankfort do receive very 
considerable personal fiscal 
benefits in respect of any train- 
ing; this mast study be seen as 
a hidden subsidy to assist Ger- 
man foreign trade and there- 
fore contrary to stated Genera] 
Agreement on Tariffs and 
Trade policy. 

Is there any good reason why 
an employee should pay for a 
benefit to be enjoyed by his or 
her employer? 

David J Brown, 

219 Priests lane, 

Sheffield. 

Brentwood, 

Essex CiSIS SLE 


Same fare 

From Mr Syd Penningt o n , 

Sir, Your excellent survey on 
business air travel had one 
small mistake in the table 
(“Non-stop return fares to New 
York from European cities”. 
May 21], Despite 28-inches 
more leg room, free economy 
class tickets, and more air 
hostesses in Business Class, we 
actually charge the same basic 
fare as oar competitors. 

Syd Pennington, 
managing director. 

Virgin Atlantic Airwaps, 
Ashdotcn Bouse. 

High Street, 

Crawley. W Sussex RHIO 1DQ 


Mind-set in 

European 

agriculture 

Firm Mr G RdUukU. 

Sir, I have just read David 
Richardson on the Pn valley 
(“Farmer's viewpoint". May 
is), and while having some 
sympathy with him on the 
inability of the Italians to stick 
to the rules, 1 cannot help 
thinking how his anlrk> typi- 
fies foe mind set that exists in 
European agriculture. 

His analysis of the compara- 
tive merits cf two strains of 
dairy cows focuses completely 
on a gross output model 
whereas those of us who would 
operate in an undistorted and 
unsubsidl5od world would nec- 
essarily focus on a gross mar- 
gin model. He did at one stage 
mention the pursuit uf prom 
but it is one thing to pursue it, 
and another to achieve it. 

Is it any wonder that in 
almost all commodities pro- 
duced in Euro pi- the price 
needed by farmers is around 
twice that needed by th«* 
world’s economically efficient 
producers. 

The promised review uf the 
Common Agricultural Policy 
will produce changes far muri- 
prafound than most people in 
Europe necessarily understand 
as pricing pressure puts pres- 
sure on gross output thinking. 

G W Roth well, 

European consultant. 

Australian Heat and 
Livestock Corporation, 

Church Cottage. 

Fenpond Road, 

Ightham. 

Kent TN1S SJD 


Traps that inhibit growth of grant-maintained schools 


From Mr Andrew Turner. 

Sir, You are to be congratu- 
lated on avoiding many of the 
elephant-traps into which unm* 
of yoar colleagues have falfen 
when considering the impact of 
grant-maintained schools 
(Leading article: “A strategy 
for UK education”. May 6). But 
one or two have caught you. 

The Department of Educa- 
tion and Science has rejected 
nearly hair the applications by 
schools threatened with clo- 
sure, so GM status has not 
totally inhibited closure - 
except perhaps where local 


education authorities have 
foiled to bring proposals for- 
ward. 

The DBS has provided a 
“decentralised administration 
to manage” GM schools - in 
each of the schools themselves 
- and if foe DBS’s “mecha- 
nism of control" is weak it is 
intentionally so. First, schools 

ftunnnt main* jrfrlito! if they do 

not rake risks (and those risks 
may on occasion be ill-judged); 
second, most schools flourish 
when politicians leave them 
alone, not when (however good 
their intentions) they have foe 


capacity for infinite interven- 
tion. (And anyway, the educa- 
tion offered by Stratford School 
has emphatically not been 
thrown into tnnnoU). 

As for funding, although the 
DBS may in due course need to 
establish an agency - like the 
Benefits Agency - to fond the 
growing GM sector, regional 
bodies "representing foe com- 
munity” are not justified. An 
effective market offers choice 
not only to a local majority of 
consumers, but also, more 
effectively than “representa- 
tive" structures, to minorities. 


Finally, a stable institutional 
framework is exactly what is 
not required for education to 
flourish. Institutions must be 
capable of adapting to the 
demands of parents, pupils and 
the wider community, and 
mechanisms and policies 
should be tailored to help them 
to adapt. Unencumbered, 
grant-maintained schools arc 
both vital and flexible. 

Andrew Turner, 
director. 

Choice in Education, 

36 Great Smith Street, 

London SW1P 3BV 



New Ideas, New Performance Polymers; 

New Technologies 


New technologies require new perfor- 
mance polymers. Here EMS is the spe- 
cialist. Using EMS performance poly- 
mers, our customers manufacture new 
products: superior, more sophisticated 
and more successful products Our cus- 
tomers - they are electric and electro- 
nics companies and the automotive, 
packaging, sports and leisure industries. 


With our worldwide experience and 
technical support EMS leads the way In 
solving problems wherever the highest 
standards in performance polymers are 
required 

EMS the name you can trust. A Swiss 
Company with guaranteed quality, 
reliability and customer service. 


For performance polymers: 

EMSCHEMIE AG 

CH-7013 Domat/Ems, Switzerland 

Phone 081/36 61 11, Fax 081/36 74 01 

EMS^RILON (UK) Ltd., Astonfieids 
Industrial Estate, Drummond Rood 
Stafford ST16 3 EL, Great Britain 
Phone 10785) 59121, Fax (07851 213068 
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German finance minister says austerity programme will control spending 

Waigel rejects call to raise taxes 






THE LEX COLUMN 


The grocer triumphant 


By Quentin Peel in Bonn 

MR THEO WAIGEL. the German 
finance minister, yesterday 
sought to reassure international 
opinion that he would bring pub- 
lic spending under control by 
1995 with a determined austerity 

programme. 

He also resolutely rejected calls 
for tax increases to reduce the 
budget deficit, describing them as 
a “recipe for recession". 

Mr Waigel said the government 
was doing everything it could to 
create the economic conditions 
which would allow the Bundes- 
bank to bring down interest 
rates. 

"If we succeed in getting all 
levels of government to reduce 
spending, if wage agreements are 
appropriate, if the rise in wage 
unit costs can be stopped, then 
we will he creating political and 
economic preconditions which 
open scope for movement on the 
interest rate front," he said, 
stressing the central bank's inde- 
pendence in deciding monetary 
policy. 

He won unanimous backing 
yesterday from the cabinet for a 
medium-term consolidation plan, 
which would keep the nominal 
rise in central government spend- 
ing to 2.5 per cent a year, main- 
tain a moratorium on new spend- 
ing plans, and cut the budget 
deficit from a forecast DM42.7bn 
(S25.8bn) this year to DM25bn in 
1995. 

This year's budget deficit is 
already going to be lower than 
expected by DM2.6bn, thanks to a 
supplementary budget also 
approved yesterday, providing for 
increased tax revenues and other 
income of DM6. 5bn. against 
increased spending of DM3 .9bn. 

Mr Waigel did not spell out 
concrete measures to cut govem- 



Finance minister Theo Waigel: rejected calls for tax increases 


ment spending, apart fro ms top- 
ping central subsidies of the Fed- 
eral Labour Office, which pays 
out unemployment benefits, and 
finances training and job cre- 
ation schemes in the east. 

He made it clear, however, that 
the government would not sub- 
sidise any big prestige projects in 
the coming years, such as Han- 
over’s plans for an international 
Expo 2000 or Berlin's hopes to 
stage the Olympic Games in the 
same year. 

He showed the real sensitivity 


of the German government to 
international opinion when he 
promised to bring forward pre- 
sentation of his 1993 budget to 
July 1 - two weeks ahead of 
normal - in order to be able to 
present it to his colleagues at the 
Group of Seven (G7) world eco- 
nomic summit in Munich the fol- 
lowing week. 

The lack of adequate austerity 
in German public spending was 
sharply criticised at the last G7 
ministerial meeting in Washing- 
ton. and by the International 


Brussels softens its tone on 
mail services single market 


By Roland Rudd in London and 
Andrew Hill in Brussels 

THE European Commission 
yesterday pulled back from rec- 
ommending the immediate liber- 
alisation of cross-border and 
direct mail services. 

Its long-awaited green paper 
(discussion document) on the sin- 
gle market in postal services sug- 
gests gradual liberalisation, a sig- 
nificant softening of tone 
compared with earlier drafts 
which recommended their 
removal from post office monopo- 
lies. Some national postal author- 
ities have lobbied hard to pre- 
serve their monopoly rights over 
mail services. 

While the paper recommends 
more liberalisation, it reiterates 
the right of each member state to 
apply for a “more restrictive solu- 
tion'’ under the EC treaty, in the 
interests of preserving a univer- 
sal mail service for all. 

Sir Leon Brittan, competition 
commissioner, launching the dis- 
cussion document with Mr 
Filippo Maria Pandolfi, the com- 
missioner responsible for the sec- 
tor. said be would not rule out 
the use of special Commission 
powers to break open national 


monopolies without approval of 
member states. 

Sir Leon has forced the pace of 
change by recommending the lib- 
eralisation of express services 
and publications, and trying to 
restrict the scope of reserved 
areas - such as domestic private 
and business correspondence - 
in which national monopolies 
would be allowed to maintain 
control. 

He stressed yesterday that the 
Commission would move quickly 
to turn its discussion document 
into legislation. However, it will 
come under continued pressure 
from national postal adminstra- 
tions not to challenge public 
monopolies. 

Mr Pat Lupo, chairman and 
chief executive of the interna- 
tional express service DHL. said 
yesterday: “It is disappointing to 
see the Commission yielding to 
pressure to amend its original 
proposals concerning cross-bor- 
der services." 

Mr Jim Campbell, counsel for 
the International Express Carri- 
ers Conference and European 
Express Organisation represent- 
ing many private operators, said 
the paper still contained “unwar- 
ranted traditional assumptions". 


although he praised its general 
move towards liberalisation. 

The British Post Office wel- 
comed the EC’s gradual move* 
towards liberalisation. 

The Commission has called for 
the establishment of a set of 
reserved areas is which national 
administrations would be able to 
keep their monopoly. Such a 
commitment would preserve 
standards and ensure a universal 
postal service, the Commission 
believes. Reserved services 
should include domestic personal 
and business correspondence, the 
Commission says. “A [standard] 
service would be available every- 
where in the Community ... ir- 
respective of the accessibility of 
certain regions," said Mr Pan- 
dolfL 

• Composite insurers (which 
combine life and non-life 
operations) will be allowed to 
establish branches in any EC 
member state under legislation 
expected to be agreed by minis- 
ters today. 

Ministers are also set to discuss 
the vexed issue of frontier con- 
trols on goods, including checks 
on animals. 
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Indian institutions snap up shares 


By David Housego In New Delhi 
and R.C. Murthy in Bombay 

INDIA'S state-owned financial 
institutions took part in large- 
scale share purchase yesterday to 
reverse a price collapse on the 
country's stock markets. 

The Bombay Stock Exchange 
30-share index rose 11 per cent, 
adding 344.76 to 3.431.13, wiping 
out Tuesday’s sharp decline. The 
two-week tumble in share prices 
had been triggered by revelations 
of a financial scandal that 
resulted in the syphoning of 
Funds from the government secu- 
rities market into equity pur- 
chases. 

The massive intervention by 
the financial institutions came 
after the stock exchange authori- 
ties banned forward selling in 85 
shares overnight. 

In an effort to curb abuses in 
the interbank securities market, 
the Reserve Bank, the country’s 
central bank, yesterday issued 
fresh guidelines to commercial 
banks operating in the market 


The central bank said banks 
should not hold an oversold posi- 
tion in a security - meaning 
that a bank should not sell a 
security which It did not hold. 

Finance ministry officials say 
that some of the abuses in the 
securities market involve “fraud 
and potential criminality". 

The Reserve Bank is also inves- 
tigating securities dealing by 
ANZ Grindlays, Standard Char- 
tered, Bank of America and Citi- 
bank, as well as by 15 Indian 
state-owned banks. 

ANZ Grindlays. India’s largest 
foreign bank and the one 
believed to be most exposed to 
losses from abuses in tile secu- 
rities market, last night declined 
to comment further on its 
Involvement. It issued a press 
release which said that the bank 
sees "no useful purpose in adding 
to speculation in the market". 

According to widespread mar- 
ket reports. National Housing 
Bank issued a cheque to Grind- 
lays for a large sum which was 
then credited to the account of 


Mr Harshad Mehta Mr Mehta is 
the Bombay broker who was 
forced to repay Rs6.2bn ($2l6m> 
to State Bank of India to settle 
outstanding accounts in the 
interbank market in government 
securities. 

In its new guidelines, the 
Reserve Bank also banned the 
use of brokers* accounts in inter- 
bank dealings. In the present 
financial scandal the worst 
abuses have occurred as a result 
of connivance between brokers 
and bankers in what are nor- 
mally direct transactions 
between banks. 

As the Central Bureau of Inves- 
tigation extended its inquiries, 
there were reports of irregulari- 
ties extending beyond the securi- 
ties market Corporation Bank, a 
state bank, was reported to have 
sold shares illegally in a public 
sector unit before these had been 
quoted on the stock market. 

Intervention by financ ial insti- 
tutions came as the market 
opened, with prices quoted much 
higher in early trading: 


Terrt Kirt 

; as a ’recipe for recession* 
Monetary Fund last month. 

Mr Waigel's medium-term 
financial plans are based on an 
assumption of overall 2.0 per cent 
growth this year, including both 
east and west Germany, followed 
by 3 per cent in 1993 and 3.4 per 
cent in 1994. That means with a 
nominal 2.5 per cent growth in 
central government spending, 
and 3.0 per cent in the rest of the 
public sector, that real cuts have 
to be found. 

Last-chance pay talks . Page 2 


Preacher Pat 
buys UPI 

Continued from Page 1 

[ and Jimmy Swaggert. and the 
collapse of its antichrist Soviet 
communism. But he bas not been 
| Idle in the past four years, as his 
1 contingent all-cash $6m bid for 
DPI shows. The condition is that 
! he has 30 days to look at UPTs 
books, after which he may lower 
; or withdraw his offer. 

Even in its present attenuated 
form. DPI is believed to be losing 
about $500,000 a month and has 
debt of about $60m. Without a 
rescue, it was due to dose at the 
end of this week. 

Mr Robertson's vehicle for the 
offer is DS Media, formed a year 
ago as the for-profit offshoot of 
his tax-exempt Christian Broad- 
casting Network. 

He runs a sophisticated corpo- 
rate network. Another arm is 
International Family Entertain- 
ments, which runs the cable 
Family Channel and went public 
last month. The offering valued , 
the stock held by Mr Robertson 
and his son at 590m. constituting 
a positively unholy return on an 
initial investment of S183.000. 

UPI has gone in the other direc- 
tion and is a shadow of its former 
self, having twice filed for bank- 
ruptcy. Even divine intervention, 
however, may not be enough to 
keep it afloat for much longer. 


Brawl adds 
to drama 

Continued from Page 1 


of the first round that only a 
handful of deputies bothered to 
remain In the vast, ornate parlia- 
ment chamber to hear the results 
announced. Most were already 
milling in the main bar or trad- 
ing alliances behind closed doors. 

The party bosses appear to 
have decided to play for time 
until the fourth round, after 
which the two thirds majority of 
676 votes alters to a 9imple 
majority of 508. This phase is not 
likely to begin until Friday. 

The main problem with the 
election process is that The out- 
going coalition lacks a convinc- 
ing majority and is uncertain 1 
whether to plump for a well : 
known figure of their own in the 
hope of finding other allies. The 
joker in the pack remains the 
populist Lombard League with 80 
decisive votes. 

The League abstained in pro- 
test at their exclusion from the 
choice of voting councillors. 



Lord Salisbury's farewell message to 
the press yesterday was grandiose but 
impressive. When he took over as 
chairman in 1969. Salisbury's* profits 
were one ninth those of 'Marks and 
Spencer. They are now bigger. The 17 
per cent rise in last year’s earnings 
per share is in astonishing contrast to 
the corporate sector in general and to 
Sainsbory’s suppliers in particular. 
Although the group’s UK supermar- 
kets enjoyed underlying volume 
growth of l per cent at best, margins 
were up and growth was higher in the 
second half than in the first, if this is 
Salisbury in a recession, what can go 
wrong hereafter? 

One answer is by now femiliar. As 
the company continues to pour capital 
into new stores - some £800m this 
year and next - it has to keep raising 

mar gins if it is to maintain its return 

on capital It is argued that bigger new 
stores deliver higher margins auto- 
matically by virtue of their cost struc- 
ture. even without higher sales. But 
that assumes that Salisbury and its 
rivals can retain these savings indefi- 
nitely on behalf of shareholders, 
rather than being obliged by competi- 
tive pressure to pass them on to the 
customer. 

But whatever the operational risk, 
at least the financial risk seems to be 
abating. Gearing by the end of this 
year will be around 20 per cent It may 
not rise materially thereafter. Two 
years ago. Sainsbury's free cash flow 
covered 56 per cent of its capital 
expenditure. The figure is now 75 per 
cent, and should reach 100 per cent 
within the next two or three years. At 
yesterday’s 459p, the shares are on 18 
times historic earnings, compared to 
Marks and Spencer's 22 times. Though 
tiie operational risk is real enough, it 
is perhaps in the price. 

BICC 

At least BICC appears to have lined 
up a couple of acquisitions and can 
hardly be accused of raising expecta- 
tions of imminent recovery. That said, 
the enthusiastic response to yester- 
day's £154m rights issue brings to 
mind the market's prematurely posi- 
tive reaction to all those cash calls in 
the contracting sector exactly a year 
ago. The rest is history. 

Investors are doubtless relieved by 
the impact on the balance sheet, 
although a 9 per cent yield on the new 
money emphasises the cost of cutting 
gearing in this way. That . of course, is 
not how the company sees it BICC 
continues to insist on its convertible 


FF-SE Index; 2720.5 (-1.9) 
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capital bonds being treated as equity, 
brushing aside those who were gloom- 
ily predicting year-end gearing includ- 
ing the off-balance sheet debt of close 
to 100 per cent On the other hand, if 
there is not an unspoken fear that the 
Accounting Standards Board will soon 
put a different gloss on the in-house 
calculations, one is entitled to ask 
why the company really thinks the 
cash call was necessary in the first 
place. 

The case against the shares, though, 
rests more on doubts about whether 
the dividend can be raised fast enough 
hereafter to justify the 7.6 per cent 
yield on yesterday's ex-rights price. It 
is not just that dividend cover of two 
times still looks to be some way off. 
The question is whether the company 
can afford to be generous given the 
continuing cash demands from its 
property business. At 356p, moreover, 
tiie shares are already discounting a 
good part of the upturn. 

Currencies 

The dollar’s weakness must be exas- 
perating those who were predicting a 
steady recovery in 1992. Against the 
D-Mark, however, its behaviour Is eas- 
ily explained by interest rate differen- 
tials. With Germany apparently con- 
demned to tight money for the 
foreseeable future, it has become 
expensive to go short of the D-Mark - 
all the more so since there Is no sign 
of a US recovery strong enough to 
prompt a rise in US interest rates. 
April may have seen a 0.9 per cent 
jump in US retail sales, but this has to 
be set against a downward revised fell 
of 1 per cent in March. The 3.9 per 
cent annual rise In core US inflation 


(retail prices excluding 

food and energy) even suggests roam 

for the Federal Reserve to ease po&cy 

ag 3arder to explain is what ^happen- 
ing to the yen. which has been toe 
main beneficiary of the dollar's- fell 
this week. The interest raterdifferea- 
tial with the dollar is small, but Japa- 
nese insurance companies haw i 
heavy sellers of the dollar. With the 
Nikkei off its lows, tt is unlik ely th at ; 
this has to do with the need to repatri* 
ate funds to bail out the hanks. 

More likely, the institutions are 
responding to the renewed attack from 
the US Treasury on Japan’s trade sur- 
plus. Accompanied as its remarks are 
by allegations of Chinese and Taiwan- 
ese currency manipulation for. export, 
gains, it looks as though the US means 
business. The natural response by 
Japan would be to talk the yea higher. 
Since higher short-term interest rates 
are hardly appropriate for the present 
stage of the cycle, it is difficult to see 
how this could, produce a sustained 
effect on the currency - unless tt » 
accompanied by fiscal pump-priming 
which would boost the econ omy and 
push bond yields up to more attractive, 
levels. 

• V 

Package tours 'j 

The notion that last year's collapse; 
of International Leisure Group would - 
stabilise the package holiday market 
is looking suspect Prices of early sea- 
son holidays are already being heevffr 
discounted. Perhaps more revealing^ 
yesterday’s figures from the Civil Avi- 
ation Authority for the 1991' season' 
showed that tour operators in general 
remained stubbornly over^ptimistic 
about capacity. Their estimates fot 
this year’s volume look the more titfBr 
cult to attain, not least because pre- 
election doubts may have caused buy- 
ers to delay holiday hookings along 
with new cars and houses.' 

It also looks as if consumers are less 
prepared to pay in advance and are 
hooking late*. perhaps in the hope 
that nervous operators wilt concede 
price reductions. That will erode the 
seasonal cash benefit traditionally 
enjoyed by the tour companies. Admit- 
tedly, this year’s peak season bookings 
are reported as healthy at this stage. 
All the same, the startling rise of Air- 
tours’ shares, which outperformed the 
market by more. than 300 per cent last 
year, is unlikely to be repeated in a 
hurry. Investors win doubtless be alert 
for further signs that the package holi- 
day business is reverting to type. 






‘So Harris, 

exactly how do we stand on our 
interest rate exposure 

If you need a risk management programme tailored to cover 
your specific exposures and tax situation, 
call Iain Houston at Charterhouse on 071-248 4000 



CHARTERHOUSE 


Charterhouse Bank Limited, I Paternoster Row, St Paul’s, London FSCam -mi* 

Charwrhovse Bank Limited is a Member of The Securities and Futures Authority. A BoyaJLBanlf ' 
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WORLD ELECTRICITY 


SECTION ffl 


Thursday May 14 1992 


Many countries are privatising or 
restructuring their electricity 
industries. But none has yet . 
rival led the radical nature of the 
reforms in Britain, and £C efforts to 
encourage more cross-frontier 
competition have so far made little 
headway, writes Juliet Syctirava 

From public 
to private 


ELECTRICITY Industrie* 
round the world are being 
restructured. But they ate not. 
c on tr ar y to the predictions of 
Mr John Wakeham, Britain's 
former energy secretary, fol- 
lowing the OK privatisation 
pattern. Nor Is Euro p e moving 
towards the kind of free elec- 
tricity market set np in 

BHfarfn 

US privatisation itself has 
been a mixed success. Some 
analysts, such as lb Andrew 
Johns of National Utilities Ser- 
vices, (NDS) are enthusiastic. ' 

“It hag m a We doo mnn a H S to 

npffl rftete tnrfh rMiwl Anthtf te 

says. “Thereisiio donbttbatit 

fin« dnnpri tfm fcw> of deD 

tricity porrhaBfag completely* 

Most observers agree that 
privatisation has made the 
electricity indu s try leaner and 
meaner, *twt aTtfarng h it is too 
early to say whether it has 
broughf prices down, most con- 
sumers appear to be better off. 

“It has removed forever the 
CEGB mentality where yon 
had - engineers running the 
industry for engineers, and the 
government banding them a 
.blank cheque," says a financial 
consultant to the -Industry.' 

“The consumer ^now has a 
certain transparency when the 
CEGB was one of the most 
opaque atgatrisations," says Mr 
Gordon MacKerron of Sussex 
University's Science Policy 
Reseanh Unit (SPED*. M lhey 


now have a dear Idea what 
nuclear costs, and have an 
incentive to develop new tech- 
nologies such as renewable 
energy, which has moved 
ahead fast Cross subsidies an 
more difficult - yon can't 
have blatan t political flies for 
Mg WMff q iW|ni| 

"Els also good to have gas- 
fired plant. — although the 
craze far gas has gone too Ear. 
The CBG&s strategic planning 
function was pretty Stalinist - 

we would have just had more 
gigantic coal and nuclear 

plants." 

But the nutrient has detrac- 
tors - and not only the large 
customers who have lost their 
government subsidies under 
the new regime. MPs an the 
Commons energy committee, 
and the electricity industry 
watchdog; Offer, are both con- 
cerned about whether enough 
competition is emerging in 
electricity generation. 

Meanwhile, other European 
countries are showing few 
signs of following Britain down 
the privatisation road. 

The EC itself has made 
o Wnr hi to ft i tfffldwre more com- 
jpHttim and to make the basis 
of electricity pricing more 
open, or transparent. 

But draft d ire c tiv e s aimed at 

tfhwmThH wg tiw diw l riri t y mar- 
ket have so Ear made little 
progress, hi particular, several 
European, countries including 



A rotor 


at European Gas Turbinas of Lincoln: at tbs sharp end of a rtroctoral transfornwUoa to p o we r supply 


France the Netherlands, 
axe resisting efforts to intro- 
duce “third party access" or 
TP A, which would open up 
national monopolies, allowing 
European suppliers to supply 
European customers across 
borders. 

This is mainly because of the 
many large puhhc sector Euro- 
pean utilities, which resist any 
encroachment on their pro- 
tected franchises. 

There are also logistical 
problems with introducing 
cross bonier trading of electric- 
ity, such as establishing who 
pays far wi piiai investm ent in 
the grid systems. If a German 
company's purchase of power 
fftnn a UK generator means 
fines need to be reinforced to 
carry the extra electricity - 
who pays for the work? 


There would also have to be 
some equivalent of the UK 
“pod” which acts as a central 

rl^nring anil cfft tlgnignt agen cy 

for all deals. A Spanish sup- 
plier who is {aid on contract 
by an Italian purchaser but 
to ggiwte »wwh to settle 
up with the Italian national 
supplier who actually supplies. 

The chances of European 
countries adopting the UK 
“pool” or wholesale market in 
electricity are small, most 
observers say, not least 
because the pool itself seems 
increasingly peripheral (some 
say unnecessary) to the UK 
market 

But they will probably begin 
to unbundle their accounts, 
splitting generation from dis- 
tribution «nd supply, to gtve 
more transparent pricing. Even 


if TPA does not develop across 
banters tor some time, there 
will be more competition in 
supply within domestic mar- 
kets. 

Thee has also been more of 
a trend towards restructuring 
than to privatisation. 

One group of European coun- 
tries is still resisting any real 
rhanp> France, Italy »nd Ger- 
many have not restructured 
their industries, and are 
broadly opposed to EC 
n U pru p fg to open their electric- 
ity markets. 

Belgium, which previously 
bad three private companies, 
now has a private monopoly, 
Electrabel, over which the 
state has more control It too. 
Is opposed to radical market 
reform. 

Spain is more ambivalent 


The country's utilities have 
been re stru c ture d: the biggest 
private electricity companies, 
Iberduero and HtfroL merged 
to form Iberdrola, while End- 
esa, tiie statfrow n ed company, 
has taken over two other utili- 
ties. Some shares have been 
issued in Endesa. However. 
Spain's enthusiasm for privati- 
sation or for TPA is muted. 

Three countries making 
more significant moves 
towards a competitive market 
in electricity are Norway, Swe- 
den, and PcatugaL 

Portugal has invited private 
sector Uds to build new power 
stations, notably a new oil- 
fired station north of rj«hrwi 
The UK’s PowerGen and 
National Power are among the 
international companies bid- 
ding for the business. The Por- 


tuguese electricity utility. 
Electriddadft de Portugal, is 
also being reSnutured, and 
“corporatised." and win later 
be split into she separate com- 
panies. Some private capital 
may be injected into these 

ftiinpEWi^ ]stc> 

In Sweden, reaanwfa flB, th e 
government has committed 
toetf to Introducing a fteeetoc* 

tridty market with foil TPA by 
1994. It has created a new 
Swedish National (hid, which 
may be partly sold off, but 
there are no firm plans for pri- 
vatiaing Vattenfall, *V doml- 
nant state-owned utility. 

The Norwegian system is 
perhaps tbs closest to the UK 
market, although no privatisa- 
tion token pt«e> 

Early this year, Norway 
began a radical restructuring 
of the electricity industry, 
which comprises the publicly- 
owned utility, Statkraft, as 
well as a number of privately 
sod puhttdy owned electricity 
companies. Companies will be 
able to co mp ote to supply cus- 
tomers. and will have open 
access to the electricity grid. 

Statkraft was recently split 
Into two parts, a generating 
company, and a grid manage- 
ment company, giving the gon- 
ers ting side more commercial 
freedom. Norway already has a 
spot market for surplus elec- 
tricity. and it is thought that 
electricity contracts may be 
traded in the near future. 

Privatisation, for most Euro- 
pean countries; Is s political 
issue, if they are against it, it 
is often because their large 
public utilities are part of the 
framework of government. But 
in Asia, where electricity 
industries are also being 
restructured, privatisation Is 
primarily an economic issue. 

In South East Asia, Malaysia, 
Thailand, end Tndnneria plan 
to inject private sector capital 
into their cash-starved utilities. 

"In the developing countries, 
privatisation is viewed primar- 
ily as a iwrfuniinn far raising 
hinds," says Mr Andrew Bar- 
nett. who heads Sussex Univer- 
sity’s Developing Country 
Group. “There is a massive 
requirement for electricity, and 
a shortage of funding.” Some 
Sooth East Aslan countries, he 
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WORLD ELECTRICITY 


David Lascelles previews next month's "green" summit in Rio de Janeiro 


Asia switches on to private power 


World energy producers on trial Wired for growth 

rmQ aiimn«r'a Earth Summit . • Another question is whether THE private power sector is mg the plant until aU L flnanc- 


THIS g limm er's Earth Summit 
in Bio de Janeiro has impor- 
tant Implications for the elec- 
tricity industry. 

But although this porten- 
tously named event is less 
than a month away it is far 
from clear what practical 
results it will have. The final 
preparatory meetings have 
tended to widen rather than 
narrow differences between the 
more than 160 countries who 
are pl anning to attend. 

Mr Maurice Strong, the 
Canadian organiser of the UN- 
sponsored event, originally 
hoped to secure approval for a 
global action programme not 
merely to dean up the environ- 
ment but to stabilise it for the 
next century. He may only 
achieve statements of intent at 
this stage. 

One reason for this unprom- 
ising outlook is that the Rio 
agenda ran hopelessly out of 
control during the two-year 
preparations. All the partici- 
pants were encouraged to put 
forward their ideas, and did. 
The action programme expan- 
ded to nearly 1,000 pages, leav- 
ing delegates drowning in 
words and lacking a clear 
focus. 

Another reason is that the 
participants quickly polarised 
into a dash between the rich 
countries of the north and the 
poor of the south over who was 
to blame for environmental 
degradation, and who should 
pay for it. 

The UN organisers calcu- 
lated that the South would 
need $70bn a year from the 
North, in addition to existing 
aid. to overcome its environ- 
mental problems. The North 
agreed that extra money would 
be needed, but only a tiny frac- 
tion of this sum. 

A third reason Is that the 
industrialised countries failed 
to agree, even among them- 
selves, on the seriousness of 
the threat to the environment, 
or on the measures needed to 
deal with it The reluctance of 
Mr George Bush, the US presi- 
dent to commit himself to 
attend the Rio meeting indi- 
cated doubts about its value. 

Whatever happens, though, 
energy will loom large during 
the 12-day event The threat 
posed to the planet by global 
warming and dimate change 
has occupied much time in the 







Rio and Ha modem cathedral: whore good Intentions may not necessarily lead to action 


preparatory meetings, and 
many participants are keen for 
action af some kind to curb 
harmful gaseous emissions 
from vehicles, power stations 
and factories. 

But the debate in the run-up 
to Rio has done little to crystal- 
lise a world view on the dan- 
gers of global warming. Many 
people, including senior gov- 
ernment figures on both sides 
of the Atlantic, doubt that the 


threat is as serious as some 
scientists are claiming, and 
this has weakened the political 
will for early action. 

The initial intention was to 
use the Summit to set global 
deadlines for curbing emis- 
sions of carbon dioxide, rather 
as the Montreal Protocol of 
1987 did for the CFOs that are 
eating up the ozone layer. The 
EC countries, which (with the 
exception of the UK) aim to 


bring C02 emissions back 
down to 1990 levels by the year 
2000, want a dear timetable. 

But the US has rejected this 
approach, and this obvious 
split between the countries 
emitting the greatest amounts 
of harmful gases has made this 
impossible. As a result the pro- 
posed Rio treaty will signal a 
general intention rather than 
bind participants to specific 
emission levels. 
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Another question is whether 
the Summit will advance the 
cause of a carbon tax, which 
some countries are advocating 
as a means of curbing con- 
sumption of oil, gas and coaL 
The chief crusader for this 
cause is Mr Carlo Ripa di 
Meana. the EC environment 
commissioner, who has been 
trying to promote an EC tax on 
energy and carbon. 

EC ministers are due to meet 
on May 25, days before Rio 
begins, to decide whether to 
back a tax. 

If they do, Mr Ripa will go to 
Rio brandishing a proposal 
which he hopes will set an 
example for other countries to 
follow. But there are deep 
doubts among EC members 
about the wisdom of adopting a 
tax unless other countries fol- 
low suit, and neither the US 
nor Japan intends to do so. 

A third energy-related issue 
has to do with the spread of 
environmental technology. The 
Summit was supposed to draw 
up plans to encourage the 
transfer of technology from the 
advanced countries to the 
developing. The fact that Third 
World power stations tend to 
use old and dirty equipment 
was frequently cited in the dis- 
cussions in support of the case 
for more aid. 

Thus the chances of specific 
action being adopted at Rio to 
curb or control energy use 
seem very remote. There is a 
conspicuous lack of consensus 
among participants both as to 
the size of the threat to the 
environment and the best 
means of dealing with it At its 
worst, Rio could be a huge 
anti-climax, and greatly 
weaken any chance of interna- 
tional co-ordination. 

But if it succeeded, Rio could 
add to the overall political 
momentum building up for 
action on the environment 
a n yw ay. Even if the result is 
only a generalised declaration 
of green aims, the fact that 
leaders from dozens of states 
signed it would be a palpable 
achievement. 

It would be a conspicuous 
political act, and could provide 
a basis for more specific action 
later on. One aim of the confer- 
ence will be to set up machin- 
ery to keep up the pressure. 

• UK conflicts of interest: 
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THE private power sector is 
now playing an important role 
1 in electricity generation In 
Asia's developing countries. 

Relentless economic growth, 
and an even faster growth in 
electricity demand, have 
opened this door to the private 
sector. The countries most 
affected are Pakistan, India, 
Malaysia, Thailand, 
and the Philippines. 

One reason is the high cost 
of adding new, efficient capac- 
ity out of national financial 
resources, and the perception 
that the World Bank and the 
Asian Development Bank are 
no longer bottomless wells of 
concessional aid support, par- 
ticularly given the demands on 
them from Eastern Europe and 
the former Soviet Union. 

The two Banks have made 
clear that developing Asia 
must do more on its own. and 
they have pressed their bor- 
rowers to boost power utility 
efficiency and revenues 
through higher electricity tar- 
iffs and reduced subsidies to 
customers. 

In Asia, their power sector 
lending accounts for about 
20-25 per cent of all aid, but 
their own resources are being 
stretched. 

This was underlined recently 
by Mr William Thompson. ADB 
vice-president, operations, who 
said that electricity demand in 
the 1990s would require the 
addition of 300.000MW of capac- 
ity, more than double that now 
in place in the region's two- 
dozen developing countries. 

He noted that in spite of a 
100 per cent Increase in elec- 
tricity use in the 1980s, Asia's 
per capita energy consumption 
was still low by global stan- 
dards, and would rise sharply. 
Asia, with 40 per cent of the 
world’s population, accounted 
for only 20 per cent of total 
energy use. 

With GUP expected to grow 
annually by 5£€ per cent over 
the 1990s and current account 
deficits worsening, increased 
reliance on the private sector 
to raise finance was required. 
He stressed such schemes as 
build-own-operate and buildup- 
e rate-transfer (BOO and BOT 
respectively), in which the 
plant supplier finances the 
scheme through the sale of 
power to the state utility, 
essentially owning and operat- 


ing the plant until all financ- 
ing and profits have been 

recovered. 

The use by the World Bank 
of BOT in Pakistan to struc- 
ture the $I.5bn Rab River 
power project, a 4 x 323MW oil- 
fired power station 50 km west 
of Karachi, is credited with 
convincing Islamabad to 
restructure Its two unwieldy 
utilities, the Water and Power 
Development Authority and 
the Karachi Electricity Supply 
Company, whose total capacity 
is 8.000MW. 

Work cm Hah is expected to 
start this summer, under a 
consortium of US, British, 
French, Italian, Saudi and. Jap- 
anese companies, with delivery 
of the first unit in three years. 
Electricity would be sold by 
HubCo, the managing com- 
pany, into the national grid. 
This would pay for the project 
costs and generate profits over 
23 years before the station is 
turned over to Pakistani con- 
trol 

Pakistan Is encouraging 
more BOT schemes and plans 
to hive off some of WAPDA’s 
thermal power stations into 
ttimiter BOT operations. 

India last year introduced 
laws to broaden the private 
power base and, in some cases, 
to allow 100 per cent foreign 
ownership of power companies. 
At 65.000MW, just 5 per cent of 
India's power comes from four 
private sector companies, led 
by the Tata Group. AU of these 
are profitable compared with 
the 18 state-sector utilities, 
most of which are in deficit 

The issue has proven so suc- 
cessful that the private sector 
now claims to be capable of 
adding 24.000MW of new capac- 
ity to the grid by 2000 if its 
proposals are approved. The 
199045 five-year plan called for 
S8.000MW of new capacity, but 
this looks like falling about 35 
per cent short under state 
plans. If the private bids are 
approved, the gap between pri- 
vate and state electricity gen- 
eration wQl narrow sharply. 

Malaysia's Tenaga Nasfosal 
Berhad (TNB) is now seeing 
through the flotation of 23 per 
cent of its shares, the largest 
such flotation of a state-utili- 
ty's aharphniding s in Southeast 
Asia. At 5.000MW, TNB plans 
to increase capacity to nearly 
8,000 MW by 1995, hence the 
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need for private capital ■ + 
By comparison, tne Elect nc- 
ity Generating Authority of 
Thailand (EGAT) Is taking,*, 
different approach. Its tmgrtte 
to boost capacity to 1S.07SMW, 
by 1996- from 8.I9SMW tot 
year. In February it anupdeft 
the EGAT Act to allow the cre- 
ation of wholly-owned wrtrar 
generating subsidiaries, wjme 

shares can be sold. - 
Under tins scheme, it has 
designated three projects for 
mini-privatisation: the 4 x 300 

MW Kayong combined-cycle 

power plant, t he fi OQMW 
Khanom combined cycle pl ant ; 
and the recently-proposed 2 x 
700MW Aoi Pai coal-fired 
power station. ■ - 

The government has also 
endorsed the purchase by 
EGAT and the Metropolitan 
and Provincial electricity 
authorities (the two electricity 
distributors) of up to 5QMW of 
capacity from individual- pri- 
vate power generators operate . 
ing combined-cycle plants, . 

Uncertainty surrounds -the; 
privatisation plans of Indon- v 
esia and the Philippines. Indon- 
esia is steering dear of BOT: 
projects. 

Current installed capacity, of 
the FLN, the state utffit&ife 
9.000MW, all of It on Jtava.^ 
Indonesian energy officials say 
plans are to boost this to 
20.Q00MW by 2000. Such^an 
expansion, will cost 33bn-$5bn. 

Indonesia hopes to oE&et 
much of this cost by encauragr 
ing more “captive'' power sta- 
tions, those built to fuel osm- 
pany towns and self-cont^Sed 
industrial complexes. Govern- 
ment officials say 40 per cent: 
of the additional U^OOMWl of-: 
planned capacity could .be 
developed this way. ? 

The Philippines recently 
refloated shares in the Marin* ' 
Electric Company, which had' 
been sequestered foDowfag the 
corporate sbakeup of parastate 
companies foRowihg the fa& of 
the Marcos regime in iflML It 
has said it plans to restructure . 
and privatise the Natiohal 
Power Corporation, _theinurin 
utility, once the paRflcaf cfast 
has settled, fallowing'' this 
month's national ejections. 

Frank ciray 

# Malaysia the pioneer: 
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If. ■mazing, how many people have a bfind 
spot when it come, to electricity. 

They just can't see the difference between 
what electricity costs to buy and what electricity 
costs to run. 

It’s true that unit for unit, electricity Is 
more expensive to buy. Yet in dozens of areas, 
electrical technology is more cost-effective 
and efficient than its closest competitor, gas.. 

READ THIS ' 

TO SEE IF YOU’RE 
S H O RT-S I GHTED. 

It achieves this by cutting overall production 
costs, creating vital Improvements such as 
higher product quality, fewer rejects, shorter 
lead times or faster throughput. All of which 
helps to ensure a fast pay-back. * 

The facts are so compelling, you should read 
them: our latest brochure features companies 
who have cut production costs by up to 95%, 
achieved a pay-tack on £250,000 in 9 month, 
and reduced energy costs by up to 84%. 

It's the sort of cost-effectiveness and prod- 
uctivity you'd expe^ 

But all the examples are British. 

FAX 071-233 7330 FOR OUR BROCHURE ON 

ELECTmcny FOR INDUSTRY. 
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: :^o». for Power 

r£.- *** a nrvlM^n^ To explore ■ 

fMrt'iimw m«wi» generttini 

:•> Electricity. to ««k out now 
fuels. To boldly go where no 
r electricity generating company 
F ^fca* gone before. This Journey 
[;f; : of discovery moans we’re 
kw plannfng l^bvild ona of. tho 
7 UK’s targes* Waste-to-Energy 
j plants. A facility that will 
[ : produce clean electricity by 
I '■ burning both domestic and 
L- . commercial rubbish. We are 
; hetpkig to develop Britain*# 

|: ‘ If frst commercial wind farm. 
I^^^^t^ ^cduraging of all, it’*.. 

I ; meant weVe exploiting gas - 
| as a fuel for generating 

J electricity v Combined Cycle 

j Gas Turbines (CCGT’s) are 

I . the power stations of the 

I ' future. They are much cheaper 
I - and quicker to build than 
I traditional coal-fired stations. 

I They burn fuel 30% more 

I efficiently. And they are also 

I much cleaner. Producing 60% 

I ’ less C0 2 and 99% less sulphur 
| dioxide than existing coal 

J burning plants. Of course* 

J the potential of gas requires 
[ secure supplies of the fuel 

I itself. So we’ve bought the 

output of two entire gas 
I fields. And there is a lot 

I more in the pipeline. Who 

I knows where our journey of 

I discovery Will lead next! All 

J. we can say is that if there 

| ' are new ways to generate 
I electricity, we'll explore them. 

National Power. 

Ahead of 
current thinking. 
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Europe’s monopolies defend their territory I ELECTRI C ITE de FRANCE 


Single market 
stalemate 


Full steam ahead for Bugay nuclear power station near Lyon, Franca 


THE European Community’s 
plan for electricity represents 
one of the most ambitious 
aspects of the single market - 
and also one of its most contro 
versiaL 

From the moment Mr 
Antonio Cardoso e Cnnha. the 
EC energy commissioner, put 
forward his proposals in Janu- 
ary, he has been subjected to a 
barrage of complaint and criti- 
cism from much of the EC's 
electricity industry. So heated 
have the exchanges been on 
occasions that an official from 
one large member state 
described them as M a dialogue 
of the dear. 

Does this mean that Mr Car- 
doso's plan is ill-conceived, or 
that he has successfully tar- 
geted deeply entrenched inter- 
ests? Part erf Mr Cardoso's diffi- 
culty lies in the diversity of the 
EC's power industry, which 
ranges from huge state monop- 
olies such as Electricite de 
France to small privately- 
owned local generators. In 
some countries, the industry is 
monolithic, in others it is split 
between generators and dis- 
tributors. 

Mr Cardoso's original plan 
aimed to break up the monopo- 
lies using the EC's special pow- 
ers. But that was plainly an 
unrealistic goal, and Mr Car- 
doso backed o ft Instead, his 
proposal seeks to attack the 
monopolies through a different 
route: by introducing more 
competition, and making it 
hardier for large companies to 
use their complex structures to 
disguise their true costs. 

The plan has two main parts. 
One will give power producers 
the right to sell electricity to 


customers in another member 
state by guaranteeing them 
access to the local power grid. 
This is known as third party 
access (TPA). Initially, TPA 
will apply only to users of 
more than 100GW hours of 
electricity a year, which would 
limit it to the 400-500 largest 
power consumers in the EC. 
But after three years, it would 
be extended to smaller custom- 
ers, effectively opening up the 
entire EC market to cross-bor- 
der competition. 

The second part will oblige 
integrated companies to 
unbundle their accounts so 
that the various segments 
(generation, distribution, con- 
tracting etc.) operate more 
autonomously. This should 
make it easier for outsiders to 
gauge the market and compete. 

Mr Cardoso's vision is of a 
market that will eventually be 
so fluid that consumers will be 
able to buy their power from 
any generator in the EC, no 
matter how distant. Power 
companies w21 also he able to 
locate plant in other states and 
become, in effect, multination- 
als. 

Mr Cardoso wants his plan to 
start next January, but an 
early timptahip seems unlikely, 
given the high level of opposi- 
tion. At a ministerial meeting 
in Portugal early last month, a 
majority of energy ministers 
agreed to end monopolies on 
electricity production and con- 
struction of energy networks. 
But they baulked at the TPA 
proposals. 

Broadly, the EC has divided 
between the Continental coun- 
tries, with their well-ordered 
and (often) state-owned power 


d of 


ge is 
ing... 


Nowhere is this more evident than in 
electricity generation and supply where the 
wind of change is opening new windows of 
opportunity. 

For instance, in generation where we are 
already demonstrating our intention to be at 
the forefront of competition. 

Like our prudent power station investment on 
Teesside with its potentially attractive return 
coupled with competitive electricity prices. 
Like our co-ownership of the country’s first 
commercial wind farm and the leadership it 
gives us in renewable energy - and we have 
just signed up for a second wind farm. 


In supply we are developing a range of 
options for our major customers which reflect 
our intention to be dynamically competitive. 
Like flexible contracts for our major customers 
which we carefully tailor to their individual 
requirements. 

Like the close professional relationship we 
establish with them for our mutual benefit 

The wind of change is blowing to deliver 
much more than just electricity. 


monopolies which have objec- 
tions to the plan, and the UK 
with its newly privatised sys- 
tem which supports it In 
between are Mr Cardoso's Por- 
ta gal, where the Industry Is 
partially privatised and is 
looking for new opportunities, 
and smaller countries such as 
Denmark which have given 
qualified support 

The objections of the Conti- 
nental power lobby were 
summed up by Mr Alessandro 
Ortis, vice president of Italy's 
Ente Nazionale per l'Energia 
Elettrlca, and president of 
Euroelectric, the Brussels* 
based trade group. He told a 
recent meeting at the Euro- 
pean Parliament that he 
favoured free transit and price 
transparency. Bat he believed 
that the TPA proposals would 

be damag in g 

In Frankfort, Mr Wolf Helne- 
mann, the deputy director of 
VDEW, the German electricity 
trade group, said his members 
also rejected the proposals. 
"We are not against competi- 
tion as such," he stressed. “But 
we do not believe the plan will 
lead to higher efficiency." 

He warned that it could even 
drive up prices Cor small con- 
sumers as power generators 
tried to recoup the margins 
they lost in competing for the 
large-customer business. 

Mr WpfnmnanTi algo said the 

highly integrated German 
power industry was not suscep- 
tible to the same kind of 
rmhnwning as the UK indus- 
try. If German consumers paid 
higher prices for their power 
than others in the EC, this was 
not due to inefficiency so much 
as to special local conditions, 
such as charges mandated to 
preserve the German coal 
industry, and tough environ- 
mental regulations. 

In France, Mr Claude Desti- 
val, the director of economics 
and strategy at EdF, had simi- 
lar reservations about the prac- 
ticability of third party access. 
But he also said that the intro- 
duction of unbridled competi- 
tion would prevent EC member 
states from having a national 
energy policy. “Energy policy 
is too important to be left to 
market forces," he said. 

By contrast, the UK industry 
is strongly enthusiastic about 
the plan - which accords with 
the spirit of the post-privatisa- 
tion market - though cynics 
might argue that UK power 
companies are protected from 
external competition, having 
only a single cable connection 
with the Continental grid. 

But UK companies are less 
interested in exporting power 
than in establishing them- 
selves in foreign markets. Mr 
Ed Wallis, chief executive of 
PowerGen, the smaller of Che 
two main UK generators, says 
his company doubts that it can 
compete in France and Ger- 
many. Bat it plans to invest in 
projects for gas and coal-fired 
power in Portugal, and in a gas 
plant in Greece. 

Mr Cardoso faces a long 
uphill battle to win acceptance 
for his plan, which will come 
up before its first ministerial 
council in late May. One politi- 
cal factor in his favour is that 
the UK assumes the EC presi- 
dency for the second half of the 
year, and will doubtless be 
gunning for it, though even 
that may not be enough to get 
it approved by Mr Cardoso’s 
original January 1993 deadline. 

David Lascelles 


Heavyweight 

champion of 
the world 


FRANCE'S state-owned 
electricity company, Electricite 
de France, which produced a 
fifth of Europe's electricity in 
1991, is France’s 17th largest 
exporter and ci"*™ to be the 
world's biggest power utility- 
It is also a nuclear power in 
its own right, with 55 opera- 
tional nuclear plants which 
supply 72 per cent of its total 
output 

Its growing capacity surplus 
has been used by the French 
g o v e rnment to entice foreign 
business to Invest in France 
and to sell EdF power abroad 
at r ates foreign companies can- 
not match. 

In 1991. EdF exported 
approximately 14 per cent of 
all the power it produced, 
bringing export sales to a his- 
toric high of Ffrl2J.bn (£L2bn), 
22.6 per cent more than the 
previous year. 

The leading purchaser was 
Britain, followed by Switzer 
land, Germany, Benelux and 
Spain. At the same time, EdF 
cut power imports by almost 30 
per cent 

Britain will not long remain 
the largest foreign customer, 
however. The cross-Channel 
contract between EdF and the 
National Grid, is up for renewal 
cm April X. 1993. But it could 
fall victim to Britain’s fast- 
growing overcapacity of gener- 
ating plant. 

Most EdF export contracts 
are long-term, often for 10 
years or more. On the basis of 
such contracts, Delaporte has 
projected that its export bal- 
ance will continue to expand 
until 1997, after which it is 

The generating surplus 
has bean used to lure 
foreign Investment and 
to export cheap power 

likely to stabilise at around 
70TWh/year for five years. 

However, If cross-border 
transmission capacities are 
increased, exports could reach 
80TWh by the year 2000, and 
would then represent about 15 
per cent of total EdF produc- 
tion, and an estimated Ffrl7bn 
(£L725bn) or more in sales. . 

Blit there sue clouds On the 
horizon. The company’s usu- 
ally robust nuclear perfor- 
mance has started to falter, 
(down from a projected 78-80 
per cent of total production in 
1990 to only 72 per cent in X991, 
due to ageing in both the 
900MW and. 130QMW plants). 
Hydroetectridty has also been 
cut by four years of drought. 

The two problems have ted 
to a sharp rise in EdF coal pur- 
chases, cutting potential profit- 
ability. . . 

A more Insistent problem Is 
that of nuclear waste: despite 
improved salvaging of spent 
fuel, France is accumulati ng 
over 5,000 cubic meters of very 
long-term highly radioactive 
wastes, and attempts to find a 
deep burial site have raised 
hanfeipfi throughout the coun- 
try. 

On the EC level. Competition 
Commissioner Sir Leon Brittan 
and his staff hove issued a 
series of Directives aimed at 
breaking up utility monopolies 
like EdF and its twin, Gaz de 
France. 

By decreeing that other inde- 
pendent utilities may transport 
and distribute electricity over 
EdF networks, Brussels is 


threatening the h ighly pqffi 
able captive domestic mark* 
STwbteh EdFs tamstaaj. 
aspirations are wait QKfifc 
other hand, the BCs 
nopoly Directives also 
EdF to sell its power m ora eafr * 
Uy to individual foretyn compa- 
nies. - 

Even if it were to increase 
foreign sates up to the level 
envisioned by Delaporte, EdF 
will be hampered by the tea-. 

maximum of 3Q0-*»»»r 
meters over which power oan 
be transmitted. Thus Britain, 
Benelux, southern Germany, ' 
the Po Valley, Switzerland, ana' 
northern Spain remain the 
company's physical transnns*". 


With two west German 
utilities, EdF Is moving 
fast Into Poland, 
Hungary and Slovakia 

sioa limits. However. Delaporte 
says EdF has “no intention of 
becoming the powerhouse of 
Europe". 

French public opinion, which 
tolerates nuclear production, 
was unlikely, to tolerate sales 
erf French nuclear power to 
other reluctant to pro 1 

dace it themselves. The alter 
native was to increase, income 
by direct investment in foreign 
and markets. .. 

The most enticing market 
remains Eastern Europe, for- 
merly serviced largely by the 
Ukraine, which with its net- 
work of Chernobyl-style 
nuclear plants produced almost 
as much power as France. 
Although Eastern Europe Uea 
beyond EdF*s 400-km transmis- 
sion range, it can be readied 
by relay sales, whereby, for 
instance,. EdF would Mil to 
Switzerland which would then 
tr ansf er some capacity east- 
ward. 

Before such east-west Inter 
changes can take place, how- 
ever, the transmissionydistriba- 
tlon networks of Eastern 
Europe must be upgraded to 
western standards and volt- 


One means of doing so would 
be to transform alternating 
into direct current (at a cost Of 
nootri for LOttf megawrffirr- 
the output of a standard 
nuclear reactor). Another 
would be to upgrade the elec- 
trical facilities of Eastern Euro- 
pean countries. 

In concert with the German 
utilities . Bayernwerk and 
PreussenKektra, EdF is mov- 
ing aggressively Into 
Fcdand,whoe the three are In 
early stages of modernising the 
Dolna Odra power plant so 
that it can ship power west to 
Berlin. 

They are also active in Hun- 
gary, and are overseeing the 
construction of the Machovce 
nuclear plant in Slovakia. With 
another partner, the Belgian 
Tractabel, EdF, is planning 
another Polish power plant in 
lower Silesia. 

EdF is also involved in 
upgrading nuclear plants, such 
as Bulgaria’s Kozloduy and 
Czechoslovakia’s Bohtmtee and 
Dukovany. 

With perhaps the world's 
most advanced distribution 
and tariff systems, EdF has 
also been selling its know-how 
to cities such as Warsaw. Kra- 
kow, Lodz, and Moscow. 


Michael Bond 


Sell-offs are all the rage 


SOUTH WESTERN ELECTRICITY pic 

BOO Park Avenue, Aztec West. Atonontiabufy. Bristol BS12 4SE 


□Continued from Page l 
says, have even had to resort 
to export credit finance, which 
is unsuitable for infrastructure 
projects. 

Privatisation will not neces- 
sarily mean utilities become 
more efficient, Mr Barnett 
says. "Competition In genera- 
tion is a good thing, bat in 
developing countries It can 
mean a huge proliferation of 
small scale diesel generators 
which are efficient only in the 
narrowest sense.” 

Developing countries, he 

says, may experience consider- 
able conflict between govern- 
ment policy on electricity, (for 
instance its fuel policy), the 
utility’s pfonfi, and the finan- 
cier’s requirements. 

That is also true where 
World Bank financing is con- 
cerned. he' believes. The Bank 
has tended to encourage priva- 
tisation, but may come into 
conflict with what the state 
wants. 

Nevertheless, several Asian 
countries now plan partial pri- 
vatisation of their electricity 
industries. Malaysia recently 
sold off 218 per cent of the 
capital of Tenaga Nasional, the 
state-owned electricity monop- 
oly, which was “corporatised" 
in 1990. The company is likely 
to be restructured farther in 
the near future. 

In Thailand, meanwhile, 


EGAT, the Electricity Generat- 
ing Authority of Thailand, is 
still state-owned. However, the 
government win sell shares in 
three ' power stations which 
were recently set up as sepa- 
rate subsidiaries. 

Thailand is also of many 
Asian countries including 
India, Pakistan, Malaysia and 
even China inviting private 
sectors to tender to bmld and 
operate new power stations. 
This has become a widespread 
practice in Asia. 

“The impetus for privatisa- 
tion may have come from the 
UK," says Dr Tony Wheeler, 
manager at Ewbank Preece, an 
engineering consultancy which 
advises governments on 
restructuring electricity indus- 
tries. 

"The World Bank has 
jumped on the bandwagon too. 
These countries realty seed to 
raise capital - for instance 
Pakistan can only borrow 
enough to build one power sta- 
tion - and they need Z0.” 

The country has long 
planned foreign investme n t in 
the power station it plans on 
the coast near Karachi but has 
made little progress in agree- 
ing a deal that suits all parties. 

Although the South East 
Asian electricity systems are 
typically modern and so in 
fairly good condition, Mr 
Wheeler believes bringing in 


private capital could help the 
countries become more effi- 
cient. “Pakistan has 165.00C 
staff to sell 10.000MW - that 
does not look good for the effi- 
ciency of the organisation/*' 

In Sooth America, too, priva- 
tisation is underway. Argen 
tina’s aggressive privatisatiaE 
programme led to the <x 
Central Nuevo, a generating 
company created from the 
state-owned electricity monop- 
oly Segba. 

The company Is now owned 
by two privatised - Chilean 
power companies, Chllgener, 
and Chilectra. which outbid 


- _ «wu(Mua 

win a GO per cent stake in 
company. Argentina 
sell the whole oftheetectri 
industry. 

Chile itself has already pt 
tised its electricity Indus 
Endesa, Chile’s largest elec 
tty business, is one of the a 
try's most profitable prii 
sector companies. 

Although Mexico expect: 
«»P the electricity utility 
the public sector, it has inv 
private sector comoaniesto 
to build electricity pH. 

A. few other developed a 
mes, notably Australia 

New Zealand, toe making si 

moves towards electricity 
vatisattan. But this is mtiU 
to be in the near, future, a 
follow the UK modeL 
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ffing ol confidence: the doughnut-shaped JET r eacto r which actitavod test Novambsf*s breakthrough on atomic fusion 

Clive Cookson reviews progress towards the ideal power source 

Small steps for mankind 


OP AH, technologies currently 
under development for generat- 
ing electricity, nudear festal 
offers mankind the best pros- 
pect of dean and limitless 
energy fn the 21st century. 

Or so supporters of fusion 
research say. Critics point out 
that the commercial reality of 
nuclear fusion power always 
seems to lie about 40 y ears in 
the fixture. - 

In fee 1950s when fee Soviet, 
US and UK governments set up 
laboratories to develop peace- 
firl uses of fusion - fee pro- 
cess that fees the sun and the 
hydrogen bomb - many physi- 
cists believed that fusion 
power stations would be defe- 
ering i*hw»p electricity in the 
1990s. 

As it turned out, scientists 
achieved controlled fasten far 
the first tone last November, in 
a doughnut-shaped experimen- 
tal reactor, the Joint European 
Toms (JET) at Cnfeam near 
Oxford. The ring of super- 
heated gas reached a tempera- 
ture of 200m deg C -.10 times 


hi gher than the mfddbt of Hm» 

sun - and generated almost 
2MW of power in a two second 

pulse. 

The JET experiment pro- 
duced triumphant newspaper 
headlines, along the ifaiwi of 
“Science Tames the Power of 
fee Sun”. And it was indeed a 

hrimiMl li inm ph But fee Out- 
put was only 10 per cent of the 
power put into fee reaction. 

Several more decades of 
development, costing tong of 
MQions of dollars, will be 
required truly to replicate the 
power of the sun and make 
ftvtim into a reSaMe energy 
so u rc e . 

Sven enthusiasts do not 
envisage a full-scale demon- 
stration ftiripn plant operating 
before 2030, wife .widespread 
co mmer cial application in the 
20405. 

The scientific case for fusion 
power seems irresistible. The 
process forces together the 
nuclei of light atoms — in 
practice two Isotopes of hydro- 
gen: deuterium and tritium. 


This releases energy in the 
farm t£ ra^Hafton and heat feat 
could be used to raise steam 
and run a turbine-generator, as 
in a conventional power sta- 
tion. 

Fusion la the opposite of fis- 
sion, the basis of nuclear 
power today, which releases 
energy by splitting heavy 

Scientists have now 
simulated the heat of fee 

sun — for two seconds 

atoms of uranium or pluto- 
nium. The theoretical advan- 
tages of fesian are that it uses 
virtually inexhaustible raw 
materials (de ute ri um e xtra cted 
from sea-water and tritium 

mail* facMw fee ftwwi reactor 
fr o m rtif B gbt Tnufaii lithium), 
it produces far less radioactive 
waste than fission and it is 
inherently safe because the 
reaction stops as soon ts any- 
thing goes wrong. 

The unclear energy locked 


inside just 10 grams of deute- 
rium and 15 grams of tritium 
would be enough to gen erat e a 
lifetime's electricity for the 
a ver ag e inhabitant of an indus- 
trialised country today. But 
formidable fartnHrai obstacles 
must be overcome before that 
energy can be extracted under 
conditions. 

The reaction cannot start 
until the deuterium-tritium 
fuel is heated to become an 
electrically charged gas, 
known as a plasma. The reac- 
tion stops as soon as the 
plasma touches the sides of the 
reactor because it tben 
becomes too cool to sustain 
fusion. JET and similar 
research reactors in the US, 
Russia and -iapan aim to con- 
fine fee plasma inside a “mag- 
netic bottle". Powerful electro- 
magnets loop around the toras, 
lrag piw g fee plasma away from 
the walls for as long as possi- 
ble. 

Other approaches have been 
t r ia d an a gmaHar scale, for 
example focusing laser beams 


on to the fuel, but most fusion 
scientists believe in the tone 
reactor - invented in the 
Soviet Union about 50 years 
ago- 

(The highly pubHcbed “cold 
fusion” technique, announced 
in 1989 by Professors Martin 
FTeischmann and Stanley Poos, 
allegedly offered fee benefits of 
controlled fusion an a test-tube 
scale at a tiny fraction of fee 
cost erf hot fusion. The Flsisch- 
mann-Pons work has been 
largely but not entirely dis- 
credited. Experiments with 
coW fusion are still going on in 
several laboratories, and EPRi, 
the collaborative research arm 
of the US electric utilities, coo- 
tinues to support ' some 
research an it.) 

Fusion research is one of the 
most expensive forms of ‘'big 
science”. JET has cost 14 Euro- 
pean countries about Slbn to 
buM and run over the last 
decade. And the next stage of 
development will cost much 
mote than that So the four 
“fOsioa powers” - Europe, US, 
Japan and Russia - are begin- 
ning to design it jointly as a 
global project fee Interna- 
tiona] Thermonuclear Experi- 
mental Reactor. 

Planning ITER will take at 
least five years and cost an 
estimated Slbn. There win be 
three design centres (San 
Diego, US; Garching, Germany: 
and Naka, Japan). Then, if fee 
participants can agr ee on the 
design and a site far TTER and 
Bud $5bn to build fee reactor, 
construction could start in 
1997-96. 

(hi present plans, JET is due 
to have a final aeries of experi- 
ments in 1996, which should 
generate about 1QMW erf power. 
That will leave a gap of at least 
eight years for Eur opean 
fusion research until ITER 
starts to operate - in 2004 at 
the earliest However Japan 
and the US are planning to 
build interi m reactors to gain 
more information about 
plasma physics in the mean- 
time. 

Even if the world’s fusion 
scientists manage to build 
ITER on schedule and operate 
it successfully, at least one 
more stage - a demonstration 
power plant - will be needed 
before utilities can contem- 
plate co ns t p |ff ti n g ftndrm reac- 
tors. 

By then more than $i00hn 
will have been spent develop- 
ing fusion energy over 80 
years. Compared with the 
ll.OOObn a year which the 
world spends on energy today, 
♦hat is a modest investment in 
our long term ftiture. 


China and India put coal first, writes Guy Doyie 

Electrification is the 
top priority 


CONTINUING rapid 
electrification of the Indian 
and Chinese economies will 
keep power demand growing 
at W0 per cent ammafly dar- 
ing the 1990s. resulting in a 
doobfing in electricity demand 
ami power station coal bom 

by 2000. 

Growth could be higher, but 
fee wodd’s two most popukHB 

countries seem destined to see 
demand capped by their lim- 
ited ability to bring on new 
generating sets. A blinkered 
emphasis on bringing capacity 
on stream quickly pays scant 

regard for fee environment. 

The two countries’ problems 
stem from fee bet that they 
have much gro un d to catch up. 
Both have a very low level of 
electrification. Some 400m 
people - a Quarter of thrfr 
combined populations - still 
lack access to electricity. Aver- 
age power consumption per 
head is a fifth of that in Thai- 
land 

An extension of electrifica- 
tion into the more remote 
rural regins will boost 
demand, but not as much as 
building new stations and 
improving the lamentable per- 
formance of the p ri« Hng sta- 
tions. 

China has foe more than a 
decade acknowledged that her 
factories have suffered regular 
and prolonged power cots due 
to capacity shortages. It Is 
estimated that power cuts 
force Industry to stand idle for 
a third of the time. 

fit India, fee situation is less 
desperate, although persistent 
shortages have occurred In 
some areas, while all areas 
have been plagued by tempo- 
rary cuts because of fuel short- 
ages or urgent repairs to 
power stations. Plant avail- 
ability, the proportion of time 
which generators can be on 
frill power, has been low In 
both countries: well undo* 75 
per cent for most years. 

While aid agendas, led by 
the World Bank and Asian 
Development Bank, have been 
keen to boost the performance 
of wic H " g most of 

the g«nph»nri« has been put on 
building new plant Both cous- 


Pow«r station coal bum 
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tries are planning for coal 
fixed capacity to be more than 
doubled by 2000. 

Financing this build-up is a 
challenge for the state-owned 
utilities. India, and to a leaser 
extent, China, has sought to 
involve private and foreign 
investors In power generation. 
China took the initial lead in 
the raid 1980s. wife its Sbajiao 
B (7DGMW) coal station bunt 
by Bong Kong's Hopewell 
Holdings and operated under a 
build-own-operate deal. 

However, it is India which is 
setting the pace now, having 
at the end of 1991 passed legis- 
lation, paving the way for pri- 
vate investment In power sta- 
tions. 

More recently. In an effort to 
underscore the commitment to 
private power, the govenunmt 
has said that private power 
station backers can also invest 
In captive mines to feed the 
stations. 

In fefo rash to build plant 
the environmental concerns, 
as the OECD sees them, have 
been largely ignored. An ana- 
lyst dose to the World Bank 
says mention of the environ- 
ment In India or fihfaa brings 
the response of “ah, fee prob- 
lem with dams’*. Arid gas and 
carbon dlMflte atigioBi are 
nowhere near the top or the 
agenda. 

While Mrs Maneka Gandhi 
raised the exposure of India's 
environmental department, 
the energy ministry have 
few c o n cess i o ns in the 
direction of cleaner power gen- 


eration. save feat of lanrtscap 
ing new power plant*., flue gas 
de-sulphorisation. by wiiteft 
stack gases are scrubbed uf 
sulphur dioxide, is ciw*.idrrcd 
an excessively exprnsUr 
option especially giu*n that 
Indian coal has a compara- 
tively low sulphur control. 

The Chinese environmental 
movement barely keeps its 
bead above water. The rom- 
ment in Beijing about FCUl Ls: 
"very nice, but abo's gt iIor to 
pay for 1W 

Increasing Ibe rifo irmy of 
generation prov ides sumo 
scope to limit the damage Fruui 
the planned increase in cual 
generation. Larger unit sizes 
with higher operating pres- 
sures and temperatures, 
greater emphasis un preventa- 
tive maintenance, hotter sys- 
tem integration could bnnst 
efficiencies from fee curreut 
levels of around .70 per cent to 
near 35. This could save up to 
220m tonnes ol coal in 200i). 

Even so, China and India are 
set to see a big Increase In 
power station coal burn uvit 
the decade. By 2 MM), Mime 
800m tonnes will be burned, 
virtually all of it In plant with- 
out control on sulphur dioxide 
or nitrons oxide emissions. 

Telling these giants to dean 
up their act will be futile, 
especially when these coun- 
tries are still trying to raise 
per capital electricity cou- 
sumption to third fee level of 
fee OECD In the 1950s. 

The writer is associate editor 
of International Coal Report 


In the new energy environment, 
we face new challenges. Electricity 
suppliers must answer calls for 
higher levels of commitment by 


being more accessible, tlexihle anU 


responsive That's why PuwcrGcn 


is dedicating itself to understanding 


In our hands, electricity has 


become not just a business over- 


head, but a manageable resource 



•hat can contribute much u> the 


smooth, efficient running of your 


company. \Rr do everything in our 


power to help you use energy in 
the most productive and cost- 


POWERGEN 


PbwcrGen pic 
Hasi licks Green Road, 

Shirley, Solihull. Vfesx Midlands B90 4 PD 
Telephone; 021701 2914 




Art and high technology rub shoulders at Fraos de Rutter's Utrecht power pla, 
[Sculpture ly Dutch artist P.H. d’Hont. Turbine housing design by tCD. Sie.J 
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Frans de Ruiter’s turbine 


Frans de Ruiter is the Managing Director of UNA, the Dutch electrical 
power utility supplying the Noord Holland — Utrecht - Amsterdam area. 


is a work of art. 


ABB Asea Brown Boveri Ud 

Reader Services Center 
P.O. Box 822 

CH-8021 Zurich, Switzerland 


He has a tough assignment UNA serves one of the most densely populated regions of the most densely 
populated country in the world To help it do so, UNA has completed the installation of the two largest, 
most efficient gas turbines operational in the world today. Each generates 140 megawatts of electricity at 
efficiency levels well in excess of any comparable facility. 

“We have made full use of ABB’s most advanced technology to meet demanding targets,' says 

\ 

Ml de Ruiter. “At the same time, we have been able to satisfy Holland’s strict environmental controls.” 

Not only' are UNA’s plants exceptionally “clean” - UNA has just won a prestigious international 
award tor its environmental achievements - but the company’s efforts to landscape the surroundings of its 
power plants have also won praise with local communities. At the Utrecht power station. Ml de Ruiter’s 
environmental efforts have gone one step further. He has turned the interior of the plant into a giant 
gallery, and one of his new turbines itself into a work of art “Why not?” he asks. “Our employees deserve 
a s timulating work environment And we are proud of having the world’s most modern.” 

A hundred years of expertise in 


• Power Generation, Transmission and Distribution 

• Industrial Automation • Transportation 

• Environmental Systems 

makes ABB the world leader in electrical engineering. 


A 
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WORLD ELECTRICITY 7 


Juliet Sychrava looks at UK privatisation two years later 

Knives are out for the 
CEGB’s mighty offspring 


ELECTRICITY privatisation, 
the pundits Agree, has been a 
curate's egg. Bits of it — like 
trimming the fat fopn y the Can- 
ted Electricity Generating 
Board (CEGB) - have been 
good. And bits o£ it - like faff- 
ing to give the Industry any 
Incentive to conserve energy - 
have been bad. ‘ . " 

But the very worst bit erf the 
agg, everyone from accoun- 
tants to politicians, agrees, was 
the dedrion.to create only two 
large privatised generators. 
National Power and PowerGen. 
oat of th«» CEGB’s generation 


Offer, the electricity watch- 
dog, summarised the market's 
worries about the “duopoly" 
position of die two generators 
in its December report on the 
operation of the “pool” or 
wholesale market in electric- 
ity. 

Although some competition 
had emerged. Otter said, 
“emerging experience in the 
Pod suggests that the domi- 
nant market position of the 
two major generators gives 
them the abiffity to infZaeoce 
and control Pod Prices. This Is 
not likely to inspire confidence 
in the Pod, nor be conducive 
to further new entry." 

Offer did not, it srid, rifle out 
referring the two large genera- 
tors to the Monopolies and 
Mergers Commission (MMQ. 

Offer's tears were echoed by 
the Commons Energy Select 
Committee, in its February 
report on electricity privatisa- 
tion. Offer, it said, “should 
take steps as soon as possible 
to reduce the dominance d the 
two generators," and by not 
later than 1996 It should deride 
if they should be referred to 
the MMC. But neither the Com- 
mons committee nor Otter 
suggested a satisfactory solu- 
tion to crea t ing more competi- 
tion to challenge National 
Power and PowerGen. 

So far, the fallowing strate- 
gies have beat suggested; 

Break np the generators; 

The most extreme solution, 
and one often suggested by 
large electricity consumers, 
and British Coal ; ' , 

“It is physically and opera- 
tionally feasible,* says . an 
accountant r.iragjv jjn gTfcayj jn ' 

the'"' " “■ ' 

the recent sale' of " 

Ireland Electricity's power sta- 
tions showed there would be 
no shortage of buyers for indi- 
vidual stations or groups of 
stations, it would be difficult. 
A break-up would mean a loss 

Of value far exis ting ahareihrilft . 

ers, who could take legal 
action and call far compensa- 
tion. 

It would also be disruptive, 
in an electricity market that 
has scarcely found its feet 

Swap the government’s 40 per 
cent stake in the generators 
for assets, then sell the assets 
to industry buyers: 

It has been rumoured that the 


pw pmmwit wrfght «aiwl jt$ 40 

per cent sharehoMtog is the 
generators, take 'over power 
stations of that value instead, 
and then sell them to other 
generating companies. This 
would create more competition 
and put pressure on the gener- 
ators to keep their prices 
down. 

The yfaa iwn discred- 
ited by the generators, who 
paint out that this would be 
against the interests of the 


The worst bit of the 
curate’s egg was to 
create only two big 
private generators 


other 60 per pent of sharehold- 
ers, because it would make the 
generators jess competitive. It 
would also be hard to find 
assets which equal the £2bn 
market value of the govern- 
ment's stake without seriously 
d amagin g the generators" busi- 
ness, they argue. 

Force the generators to sell off 
stations which they intend to 
dose or mothball; 

This would stop them from 
manipulating supply and 
demand in the market by open- 
ing and i*1ndng datinnt, mA 

would give other generators a 
chance to win more market 
share. 

But. the generators have 
pointed out, if they cannot run 
plant, no smaller generator 
will be able to do so. And if 
they can, they win keep it 
open. 


Neither MPa nor the 
regulator have 
explained how to 
sharpen competition 
against the Big Two 

Regulate the genoators’ costs/ 
profits; 

This would ensure that the 
generators do not overcharge 
tire regional companies and 
large customers who bay from 
them an contracts. Some large 
customers have suggested the 
generators -are already keeping 
too big a margin over costs, 
while the generators insist 
they canid not make money if 
they sold contracts more 


But regulating costs or prof- 
its would be time-consuming 
the regulator would have to 
examine the power station 
business in detail. It would 
also go against the principle of 
the new market, which was 
that the generators would oper- 
ate like private sector compa- 
nies, and competition would 
keep their costs down. 

Change the rules in the pool 
and the contract market 
There are a number of propos- 
als for modifying the pooh and 


the method whereby contracts 
to buy and sell power are 
agreed outside the pool - most 
power is still traded in con- 
tracts. 

These include making con- 
tract negotiations more trans- 
parent, so that cust om e r s have 
a sense of the market price 

Changing the way Nuclear 
Electric, the third generator 
with substantial market share, 
sells power under contracts 
has also been suggested. At the 
moment, the company invites 
tenders for the contracts and 
then sets a price that custom- 
ers argue may bear no r e l atio n 
to underlying costs- Making 
the price for Nuclear Electric's 
contracts more transparent 
and cost-reflective is important 
because National Power and 
PowerGen have used it as a 
benchmark far their own deals 
with customers. 

It wight also h«t p to have a 
more active market in con- 
tracts. There is already an 
embryo market, set up by Ger- 
rard and National, but so far 
trading has been moderate. A 
liquid market In contracts 
would help promote transpar- 
ency and give the generators’ 
consumers more information 
about the market 

Encourage competition to 
enter the market by , w*«Wnp 
sure the pool gives dear sup- 
ply ^I’manit «j gnaTfl = 

An important criticism of the 
pool is that it is not a good 
mechanism for giving genera- 
tors «ign*ia about whether to 
build new stations or not The 
way the price of electricity in 
the pool is set means that at 
times of peak demand or short 
supply, a “capacity” premium 
is triggered, pushing the price 
up. 

This is an erratic message, 
which makes it hard for com- 
panies to investment in 
new power stations by assess- 
ing the demand for more 
power. It thus inhibits competi- 
tion to the two big ge n e rat o rs . 

Also, because withdrawing 
plant from the pool will push 
up the “capacity” element of 
the pool price the generators 
have an incentive to manipu- 
late supply and demand by 
closing plant The Commons 
select . committee suggested 
that this system for rewarding 
generators for building capac- 
ity "hnniii be changed, but had 
no exact plans tor how this 
would be dnnp. 

Wait and see: 

The government’s answer to 
the problem so far has been to 
wait for tiie market to mature, 
and for compet in g generators 
to emerge, and challenge the 
big two. 

But the Commons energy 
select committee has argued 
that that is not happening. 
Although privatisation broaght 
a rash of new independent gen- 
erators who announced they 
were building gas-fired power 
stations, many erf their projects 
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have foundered because of a 
shortage of gas at the right 
price. 

More worryingly, it now 
looks as if many of the new 
stations that are built wfU fail 
to provide the competition the 
government expected. 

That is because the stations 
have secured long-term con- 
tracts to sell their power to 
regional electricity supply com- 
panies, who then sell it on to 
captive domestic consumers. 
Because these consumers boy 
power regardless of the market 
price, the stations will not 
have to compete in the market 
Worse, they may capture 
demand that existing coal sta- 
tions could have supplied more 
cheaply. This, the select com- 
mittee argues, must be 
urgently investigated by Offer. 

Even if Otter scrutinises 
every independent power proj- 
ect, the question of whether it 
will produce power at a market 
price in 15 years time is highly 
speculative. At best, Offer 
could assess how competitive 
the project’s gas price, site, and 
technology were relative to 
other projects. 

So for, the independent 
power stations due later this 
decade show every sign of 
u<ring modem technology and 
bargaining hard for competi- 
tive gas and the best financing 
package possible. 

It is true that they rely on 
long-term contracts rather 
than the pool price - but most 
power is still sold in the con- 
tract market, if on shorter con- 
tracts. There is even a chance 
that the pool itself will become 
marginal to the electricity mar- 
ket 


ELECTRICITY prices in 
Britain trill come down as a 
result of privatisation. That is 
what Mr John Wakeham, for- 
mer energy secretary, has said 
and what industry leaders 
such as Mr John Baker, chief 
executive of National Power, 
believe. 

The message to consumers is 
- wait and see. Give the sew 
electricity market a chance to 
work, and prices will begin to 
fiOL 

Not everyone is so sanguine. 
“The competitive market 
which was promised has not 
yet materialised," was the 
damning verdict delivered by 
the Commons energy select 
committee in February. 

Offer, the electricity indus- 
try watchdog - itself the 
focus of much criticism from 
large consumers who say It Is 
not tough enough - echoed 
this in its annual report “The 
lark of affective choice in the 
market this year is a most 
unsatisfactory feature of the 
present situation." it said. 

These two reports came two 
years after Mr Wakeham 
launched the privatisation of 
electricity with the words: 
“From now on, there will be 
unprecedented levels of compe- 
tition in electricity supply. 
The price of electricity will 
begin to be driven by market 
forces.” 

He added: “1 believe that 
electricity privatisation is 
going to be good news for all 
the industry’s customers, and 
good news for its employees.” 

Employees, especially those 
who have bought shares, may 
well agree. Customers are a 
different matter. Over the last 
few months the complaints of 
large electricity consumers 
about how privatisation has 
pushed up their electricity 
Mila have Oiled the press. 

“Angry and frustrated elec- 
tricity users" assembled on 
April 7 to complain against 
“unacceptable and unreason- 
able price increases," said the 
Major Energy Users Council 
(MEOC). New contracts had 
been forced on users faced 


RETAIL PRICES 

Have faith, 
customers told 


with little evidence of the 
promised “competition’ 1 or 
opportunities to shop around, 
it added. 

The MEUC has long argued 
that its larger members - 
steel, paper and chemical com- 
panies - face in cre ases in the 

bask cost of their electricity of 

up to 30 per cent this year. 
Privatisation, it says, has 
failed large electricity users, 
and made them uncompetitive 
in Enrope- 

Mr Neff Trihtck, vice chair- 
man of the electricity group of 


governments subsidise their 
electricity MBs by charging 
domestic consumers more, 
while the UK government has 
ruled out cross subsidies of 
llik IrfaH. 

But what electricity costs 
the average industrial con- 
sumer is hard to measure. Mr 
John TopUss, chairman of the 
MEUC electricity group, says 
most companies are paying 
around 10 per cent more titan 
before privatisation, while 
National Power says they are 
paying Just marginally more. 


'i believe that electricity privatisation is going 
to be good news for all the industry's customers 
and prices will begin to be driven by market forces’ 
- John Wakeham, energy secretary, in 1990 


the MEUC and group energy 
buyer for Rank Hovis Mac- 
Dougall, says the company 

will have to pay around £l8m 

more for its electricity this 
year. 

The National Health service, 
with 130 sites around the 
country, is expected to face 
Increases of between 14 and 28 
per cent, according to the 
MEUC. One paper company 
has written to Mr Wakeham 
saying it faces increases of 
20-25 per cent 

But the government and 
generators argue that these 
companies are not typical. 
Very large electricity users 
face especially high increases, 
because they formerly received 
government subsidies removed 
at privatisation. 

Moreover, the government 
adds, the place for large con- 
sumers to complain about 
their Mils is Brussels. Prices 
are lower in Europe because 


Surveys from consumer 
groups such as the MEUC and 
the Energy Intensive Users 
Association suggest that prices 
to average industrial users fall 

toy between 10 and 20 per cent 

after privatisation - in the 
year from April 1990. 

They then rose by 5 to 6 per 
cent In the year from April 
1991. This year (from April 
1992) Increases are expected of 
10 to 20 per cent. 

The Department of Energy's 
publication Energy Trends 
shows large electricity con- 
sumers paying IL55p per unit 
at the end of 1991, compared 
with 3£lp at the end of 1989. 

But although some custom- 
ers are paying more than 
before privatisation, some are 
dearly paying aronnd the 
same, or even less. 

Mr John Baker, chief execu- 
tive of National Bower, says 
customers must just be 
patient, because prices are 


starting to fail and will fall 
further. -There are prospects 
for real long-term reductions, 
partly from the working 
through of lower fuel prices - 
provided our plans for cheaper 
fuel aren't frustrated - aid 
partly from the impact of com- 
petitive pressures on our 
costs." 

"Before privatisation it was 
said the old are* boards used 
to treat large customers Ilk* 
chattels. If they do that now. 
the customers can walk else- 
where.” 

So far, the generators' prof- 
its do not suggest they are 
overcharging. It is equally 
hard to counter their argu- 
ment that last year’s tower 
prices were an unsustainable 
phenomenon due to lower oil 
prices, high coal stocks and 
post-flotation jostling for mar- 
ket share. 

Domestic consumers, mean- 
while, are not doing so badly. 
Their bills will go up by 
around 2J5 per rent this April, 
compared with increases of an 
average 11,3 per cent last 
April, and around 4.6 per cent 
in April 1990. 

But Mr Frank Dobson, 
Labour’s energy spokesman, 
argues that this year's modest 
increase Is no proof of privati- 
sation's virtue. “In the ran up 
to privatisation, prices were 
artificially high, as part of the 

fattening up process." Domes- 
tic prices, he calculates, have 
increased by around 40 per 
cent since IMS. the year priva- 
tisation was announced. 

There has, however, been 
other good news far ali con- 
sumers. Not only have (he 
regional electricity companies 
Improved their service, bat the 
government no longer subsid- 
ises heavy Industry at the 
expense of householders. 

Consumers also know far 
more about the costs of 
nuclear power, previously hid- 
den in the CEGB. And Invest- 
ment in new environmentally- 
friendly technologies has 
moved ahead. 

Juliet Sychrava 



S cottish Nuclear plays a vitally important 
role in the nation s infrastructure. 

From our power stations at Hunterston 
and Torncss, we produce a large 
proportion of the electricity required 
in Scotland. 

We are a top industrial employer; 
with a highly-qualified workforce. 

Our traditions of engineering 
excellence, and safety and efficiency of 
operation, go back over 30 years to the 
earliest days of the nuclear industry. 

We have a proven track record as 


leaders in the successful generation of 
nuclear power. 

We also have the skills and expertise 
to develop innovative projects which 
hold the interest of companies and utilities 
worldwide. 

We are Scottish Nuclear - generating 
success for Scotland. 

Tel: 03552 62000 Fax: 

03552 62626. 

Scottish Nuclear 

SAFETY QUALITY EXCELLENCE 


Scottish Nuclear Limited. 3 Redwood Crescent, Peel Park. Last Kilbride C74 5PR 
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BRITAIN'S electricity industry 
is about to face one of its first 
public challenges since its pri- 
vatisation. 

It will happen at a planning 
inquiry next Tuesday, into a 
proposal to build 90 kilometers 
of high voltage transmission 
lines to take power from the 
new 1375 Megawatt gas-fired 
power station at Id's Wilton 
site, Teesside. 

The power station, developed 
by a consortium led by the US 
Enron Corporation and includ- 
ing a number of regional elec- 
tricity companies, is the big- 
gest built in Britain for about 
20 years. It is due to open in 
the autumn and be fully opera- 
tional next spring. 

In order to distribute its 
power throughout the rest of 
the country, the NGC plans the 
longest stretch of new 400 kilo- 
volt “super-grid" built in 
Britain since the 1970s. 

However, it has aroused pro- 
tests from no fewer than 8300 
objectors, including the North 
Yorkshire County Council and 
six other local authorities, the 
Council for the Protection of 
Rural England and the Coun- 
try Landowners Association. 

Most of the protesters are 
incensed at the suggestion that 
the new super-grid line should 
pass through the Vale of York, 
at the foot of the beautiful 
North Yorkshire Moors 
national park. 

Although it will not prevent 
the power station from run- 
ning, the hearing will be some- 
thing of a baptism of fire for 
the privatised electricity Indus- 
try as a whole and for the NGC 
in particular. 

The NGC is responsible for 
developing and maintaining 
the transmission system, a job 
previously carried out by the 
State-owned Central Electricity 
Generating Board, which, 
unlike the NGC, was able to 
coordinate the planning of 
transmission with that of new 
generating capacity. 

The hearing will, therefore, 
also provide a forum for the 
widespread complaints about 
Britain's lack of an integrated 
national energy policy. 

Wilton power station is only 
the biggest of the new plants 
due to expand an already 
bloated electricity generating 
industry. Several objectors 
therefore query whether the 
Wilton power station should be 
built at alL 

They point to the NGCTs own 
comments last month when it 
published its third annua? sev- 
en-year projection of demand 
and supply in the electricity 
market. It noted that some 28 
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Photo-montage of fho NGCs proposed now modal pylons: more Hke a raw of motorway lamps 


National Grid faces a baptism of fire, writes Maurice Samuelson 

Battle in the Vale of York 


new power stations have so far 
been committed to the high 
voltage transmission system, 
and that the excess of generat- 
ing plant over de m an d would 
jump from 26.8 per cent in 
1992/3 to 56.9 per cent in 1997/8, 
unless, as seemed likely, exist- 
ing plant were fewywmiinri nnpri 

more rapidly than would other- 
wise happen. 

The statement reported a 
continuing imbalance whereby 
the south of England contained 
55 per cent of electricity 


Objectors have 
complained to Brussels 
that Britain has again 
ignored a European 
planning directive 

demand but only 40 per cent of 
generation. While not critici- 
sing any particular station, it 
added that the further develop- 
ments in the North would 
probably involve heavy addi- 
tional Investment in transmis- 
sion. 

Many of the objections to the 
grid line and the power station 
are of the “not in my back- 
yard" variety. Some protesters 
argue that if more power is 
needed it should be produced 


in the main centres of popula- 
tion where it is needed and not 
be transported over long dis- 
tances from other parts of the 
country. 

The electricity industry 
argues that the Wfiton plant, 
fuelled by North Sea gas, will 
improve the environment 
because it replaces “dirty" 
coal-fired electricity. It also 
claims that it will produce 
cheaper power and wfil there- 
fore be in the public interest 

The Inspector will probably 
regard this debate as outside 
his remit and simply report it 
to the government. But the 
objectors have already antici- 
pated this by accusing the gov- 
ernment of approving the 
power station without the cor- 
rect procedures. 

The Council for the Protec- 
tion for Rural England com- 
plained to Mr Carlo Ripa de 
Meana, the EC commissioner 
for the environment, a year 
ago, saying that Mr John 
Wakeham, the Energy Secre- 
tary, had breached EC rules by 
failing to make the t ransmit 
sion lines and the new gas 
pipeline the subject of separate 
assessments of the Wilton sta- 
tion's indirect environmental 
impact 

If Mr de Meana agreed, that 
could spark another clash 


between Brussels and Britain 
on environmental issues like 
that over the controversial 
roadworks at Twyford Down 
near Winchester. 

In consultations over the 
super-grid extension, the NGC 
has tried to allay local con- 
cerns by offering a choice of 
final routes for the cables. It 
has tabled three alternatives 
for the sensitive 50km section 
from Picton to Shipton and 
another two for the 27km 
immediately south of Teesside. 


But that has not satisfied 
some objectors who say that 
the power should not come 
south but should be routed 
over the Peonines to North 
West England. The NGC says 
thin is technically atifl finan- 
cially difficult 
There have also been sugges- 
tions to make the cables invisi- 
ble by burying them. But this, 
too, has been rejected. 
Although there would be no 
overhead lines, passers-by 
would stfil be able to see the 


series of pumping installations 
needed to control the pressure 
of the insulation oil in which 
underground cables are 
immersed. 

All of which could leave the 
objectors with only the shape 
of the new grid line's pylons as 
a subject for discussion. Here, 
too, the NGC is trying hard to 
offer an unprecedented choice 
to the public. 

The current standard shape 
of electricity pylons still 
roughly resembles the Meccan- 
o-type structures designed for 
the industry by Sir Reginald 
Blomfield, a member of the 
Royal Academy, back in the 
1930s. 

NGC engineers have now 
drafted a series of new styles, 
of which the least traditional is 
a folded plate tower similar to 
motorway lamp standards. 
More than 1.5 metres wide at 
its base, it requires deep con- 
crete foundations. 

To build them in the coun- 
tryside could cause inconve- 
nience to farmers, and, unlike 
the slender feet of the existing 
towers, take up useful grazing 
land. 

In addition to the folded 
plate tower, NGC engineers 
have also devised a variants of 
the present latticed tower. 
Known as the L12, it is known 
among NCG engineers as 
“Eifellated” because of its 
vague resemblance to the 
France's most famous land- 
mark. 

It has upward-swept arms 
compared with the drooping 
arms of most British pylons. It 
is also lower and lighter than 
the biggest towers, the 50 
meter high structures, which 
were were the mainstay of the 
last significant phase of grid 
construction in the 1960s and 
1970s. ! 


Meter men become an endangered species 

House calls may end 


ELECTRONIC meters 
combined with modern com- 
lmmira tions technology could 
transform the relationship 
between electricity suppliers 
and their customers. 

Two-way communications 
enable the supplier to read the 
meter remotely whenever it 
wants, without needing to 
visit tiie premises. And more 
si gnific antly, they enable the 
consumer automatically to 
buy electricity from competing 
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From shop windows to factory floors - they one factor in common. Southern Electric. 


all have one factor in common. Southern Electric. 


Last year onr energy advisors helped more 


The sheer scale and diversity of the organise than 2,000 companies cut costs and improve 

ations we deal with has sharpened onr ability to their prod activity. 


suppliers at the most advanta- 
geous price. 

The UK electricity industry 
and meter manufacturers have 
been experimenting with 
remote meter reading on a rel- 
atively small scale for more 
than 10 years. 

But there was no impetus to 
introduce the technology 
nationwide - until last Janu- 
ary when Offer, the Office of 
Electricity Regulation, pub- 
lished a consultation paper on 
electronic metering. It says 
the industry should have “a 
framework of modem meter- 
ing and communications’’ in 
place by 1 998, the date by 
which the UK's 22m house- 
holds win be free to choose 
between alternative suppliers. 

Prof Stephen Llttlechild. the 
director-general of electricity 
supply, has become an enthu- 
siastic advocate of modern 
metering, in the face of wide- 
spread doubt and scepticism 
inridp the industry. 

The electricity companies 
are frightened by the cost of 
giving every home an elec- 
tronic meter communica- 
tions lfaiks, estimated at well 
over £lbn. They doubt 
whether many domestic con- 
sumers actually want such 
sophisticated service. And 
they fear confusion If incom- 
patible systems are set up, 
using different methods of 
communication. 

However the companies 
know that in the face of the 
regulator’s enthusiasm, they 
have to respond positively to 
the Offer paper. The Electric- 
ity Association is expected to 
submit a response on behalf of 
tf is industry next month. 

Three alternative ways of 
communicating between elec- 
tronic meter and electricity 
supplier have been developed: 
• Radio signalling is already 
used on a large scale in the UK 
as a one-way communication 
system to households on the 
Economy 7 tariff. The electric- 
tty companies send coded mes- 
sages via BBC long-wave 
broadcasts to small receivers 
fitted beside the meters. The 
signals (which are inaudible 
on an ordinary radio set) acti- 
vate switches to alter the tariff 
on a multi-rate meter or turn 
selected appliances such as 
electric heaters on and off. 
This system cannot be used for 
remote meter reading or 
two-way communications. 
However mobile radio systems 
have been developed in the US 


to read meters: vans equipped 
with short-range transmitters 
and receivers tour the streets, 
sending signals to nearby 
houses; the signals activate a 
transmitter in the meter, 
which sends its reading in 
code back to the van. 

• Telephone is the simplest 
technology for communicating 
between consumer and sup- 
plier. Equipment is available 
to connect an electronic meter 
to the household phone line. 
The electricity supplier can 

In the US and UKT, the 
telephone and electricity 

companies have failed 
to agree on phone 

based meter reading 

then interrogate the meter 
automatically to receive a 
reading or change the tariff. 
But disagreements between 
telephone companies and the 
electricity utilities over pric- 
ing and technical arrange- 
ments have delayed the intro- 
duction of telephone-based 
meter c o mmun icatioiis in the ; 
US and UK. 

• Mains-bome signalling 
sends messages down the dec- | 
tricity mains themselves. Its j 
supreme advantage from the 
industry’s point at view is that 
it uses its own infrastructure 
and does not depend on tele- 
phone companies or broadcast- 
ers. The problem is that the 
flow of electricity creates such 
a Jot of Interference, particu- 
larly at peak periods, that the 
signals may fail to get 
through. However Thom EMI 
in the UK and General Electric 
in tile US have gnmrnit tarf con- 
siderable technical resources 
to main* mains-bome signal - 
ling more reliable. 

As the Offer paper on. meter- 
ing points out, “it is unlikely 
to be economic for one cus- 
tomer to choose a mains-bome 
signalling system and a neigh- 
bouring customer a radio 
teleswitch system”. In prac- 
tice, the regional electricity 
companies will have to choose 
the technology for each area. 

But that does not mean the 
whole country need choose the 
same system. Offer says. “One 
system may be more salted to 
more or less densely populated 
areas and in the longer term 
some comparison between 
systems will be hdpfoL” 

Clive Cookson 
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Doubts on the UK dash for gas 

North Sea 
bubble 


WHEN Roosecote power 
station opened in Barrow-in- 
Furness last October, it was 
hailed as the first in a new 
generation of gas-fired power 
p lant that would pro vide new 
competition for the privatised 
UK electricity industry. 

Referring to the 20 “signifi- 
cant" private power projects 
that are in the pipeline, Mr 
John Wakeham, the then 
energy secretary, said; “I am 
-convinced that independent 
projects are poised to play an 

increasingly important role in 
the future of the electricity 
generating market" 

But the proliferation Of these 
projects has not been wel- 
comed by ail of Mr Wakeham 's 
fellow politicians. The House of 
Commons select committee on 
energy has issued repeated 
warnings that the construction 
of many new gas-fired stations 
could be a case of “competition 
for its own sake". 

National Grid, the company 
which owns and operates the 
electricity transmission sys- 
tem, cautioned last month that 
if all of the current power pro- 
jects came on stream, they 
would contribute to 60 per cent 
over-capacity In the market by 
1997. 

The company said it had 28 
applications from new indepen- 
dent projects to join the 
national grid, amounting to 
22,370 Megawatts of new 
capacity by 1997. 

This implies that around 10 
older, coal-fired stations would 
have to close in order to 
achieve a more reasonable 
margin of 30 per cent excess 
capacity. It highlights a fear in 
the Industry that the days are 
numbered for many efficient 
coal-fired plants. 

In addition, the economic 
case for many of the new gas 
stations has not been proven. 
Critics argue that, for many of 
the projects, high gas prices 
will lead to an electricity price 
higher than that of the coal- 
fired plant 

Since many of the regional 
electricity co mpanies are part- 
ners In a number of the gas- 
fired generation projects, the 
critics claim that higher elec- 
tricity prices will be passed on 
to the captive domestic con- 
sumer. 

Gas-fired power stations are - 
undoubtedly -cleaner than coal - 
stations and many advocates of 
the new wave of generating 
plant point to their environ- 
mental benefits. But British 
Coal has estimated that, if coal 
plant is fitted with scrubbers 
which reduce emissions, the 
price of the electricity pro- 
duced would stffl be slightly 
toner than the cost of power 
from a gas-fired plant 

Mr David Porter, chief execu- 
tive of the Association of lode- 
pendent Electricity Producers, 
justifies the dash for gas; 
“Britain should enjoy the bene- 
fits of diversity in power gener- 
ation and that foclnrtas a POle 


Asia’s etectricdy mariost is 
prtentiafty (he rrost dynamic— 
and foe most complex — - in the 
worid. Power In Asia, the twice- 
monthly newsletter from the 
Financial Times, wB help you 
tedde the Asian chalenge 
through regular, bvdepth end 
often inside ex ami n at ions oft 

PROJECTS: The privatisation of 
power utiSttes is moving forward; 
national energy policies are 
analysed and opportunttes are 
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EQUIPMENT: Western suppliers 
are geared if> tor a share of the 
S 160 bn in expected orders far 
the 1990’s. Their strategies for 

success are scrutHsed. 

FWANCE& AID: The World Bank 
estimates some 250,000 MW of 


for coal, but the electricity 
industry cannot sustain. Mf 
by pricing its product on the 
output of fully depredated 
coal-fired power stations,’* 

The great wave of interest in 
new generating plant “foe 
with the Messing of the gov- 
ernment whan the electricity 
industry was privatised Ju*t 
over two years ago. Mr John 
Wakeham, energy secretary 
(the position has now been 
axed), was keen to see the 
development of competitors to 
National Power and PowerGea, 
the privatised generators of 
England and Wales carved 

Critics say gas plants 
will raise retail 

electricity prices and 
that some are 
economically 
questionable 

from the old Central Electricity 
Generating Board. 

Overseas energy companies 
rushed to link up with regional 
electricity suppliers in a bid to 
build . new plant. Simulta- 
neously, the two generators 
themselves announced plans 
for an ambitious construction 
programme ol gas-fired power' 
stations. 

At the time, gas prices were 
reasonable and supplies were 
plenti ful. But as British Gas 
became inundated with 'a flow 
of enquiries for gas contracts, 
it realised it would not have 
enough gas supply to fill them 
aTT. 

By March last year, the com- 
pany moved to push up gas 
prices and cut off demand, in 
the process rendering many of 
the proposed power projects 
uneconomic. British Gas was 
eventually forced by its regula- 
tor to reduce its price increase 
although it has limited the 
availability of gas. Since the 
new price under the so-called 
LTE3 schedule is still higher 
than the pre-increase price, 
many of the projects teeter an 
the Mink of viability. 

So for, nine projects have 
signed contracts for gas supply 
with British Gas, several oth- 
ers are pursuing deals with 
other producers and four addi- 
tional prefects are confident of 
securing supply, in addition, 10 
projects have- received plan- 
ning permission. 

As well as the cost of gas 
supply, the location of the proj- 
ect and the efficiency of the 
plant will also influence its 
economics. 

Bat it Is probably true to 
assume that not all of the 28 
projects which have applied to 
the National Grid for a connec- 
tion to the transmission sys- 
tem, will eventually be built. 
Consultants and industry 
observers estimate that 
between 24 and 20 projects are 
viable. 

Deborah Hargreaves 


yower io Asia- 
aoesseDtiaf 
energy resource 


new capacity wa have to be 
added to the region. Power In / 
Asia Jells you who needs what j : i 
where, when and whyl j ^ 

tf you would like to have a free/ 
copy of the latest Issue of j 
Power In Asia, ptease / 

attach your business card / 
to this advert and return, j 

or contact j 


Marttefing OepartrnentT^^. 
Financial Times Newsletters. 
Tower House. 

Southampton Street 

London WC2E 7HA, UK. 
Telephone: 071 -240 9391 . 
Fax: 071-240 7946. 






m 


WJ 


m 



Our 


financial times 


PA/3/022 






IX* 



FINANCIAL TIMES THURSDAY 14 1992 


WORLD ELECTRICITY 9 


tat* 1, b »‘ 


the 


sss 



*■" £?ess 


Cflttc, - _ 

2 S 

i^Uor BoaZ, “W 

°VwseSS2L 

new 


•°^y. lh eta? *£ 

■*«*** a SiS 
,r ^ a«fcltl55S.fc 

MEnuum* ofS , S? 
atloi* °* Bas *?S 

At the time o-» 

“•wnWo aiftS?* 

■"■“W- But asTSfe* 

f®"** InondaSS? 14 

? ’‘»>«uiries roraTS*t 
caused it wtS!^ 

;j 5H h:h gas J2fl.lt 


By March last *«, ,, 

“-'■ WTX uSS 

rteps and cm 

"l 1 ^* Batata*' 
l!0 iiroposed 
neeunonuc. 

forced by& 

Jih 

UhpiiKh u has Unffi 
vatubility of flgjJJ; 
<«■;* Price under thi 
; 1,a « - *>«lule is smfw 
I,ai « PfMncreui? 
TO *«■’ Projects ft®. 
hi 1 hr.nk of MabUity. 
s '» h». nine pr^edsi., 
Mil'll contracts foriat 
^!h British Gas. sersdc 

=‘tu pursuing dahr 
jthcT juiducers and fi*r 
i*'iui precis an* ndfc 

sp-nri;® supply. In adfc 

TOfiTf.N hate wcei»E ; 

tins i^rmlsstun. 

A*- w. ;i as the cost e* ^ 
iopr-iy. the location of tfc “ 
vf :Kiii the effidenrtft 
riant «{!! also inflow: 

^■•iiiiisascs 

Ht:i it ts probably ts: 
furrow Hut not all rffc! 
•iT^hvts which have 
?! :/ V.*t«>.uJ Grid for job 
a.fl i « the trjnsnttip 
will rtvnjuafly tofc 
r.’-!i«ii}tr.nts nnd nfet 
(•Jr.* n»»rs esilmalf 
Miiwn 1 1 -»ad 3> pmafie 
vinKe 

Deborah Harpas* 


* 


!^n ; 


Power g enerating eq nVpmimt 
are e merging in better shape 
from the paMil TMfe m ^ w ring 
ttf the late 1380s, hot the flow 
of deals in a Compley WTnotr y 
has not yet been swttdredoff. 

Over the past five years, 
there have been two important 
end partly overlapping corpo- 
rate • trends which . have 
c hang ed the face of the power 
equipment indastxy. 

The most obvious- is the 
response of western, and espe- 
cially European, soppEscs to a 
long- standing prohlaa of over- 
capacay and to the ciwuwy^ 

of pan-Europe and gdhal wan. 

ufhctnring: 

The result was the- m a g eia 
of the power engineering tasfr 
nes s e s of the UK’s GffC and 
Algth om of France, »nd the 
creation of Asea Brown Boverf 
from Asea of Sweden and Swit- 
zerland's Brown Bows! SnJjse- 
qneifiy ABB paid SLSbn for 
Combustion Engineering, the 
Wg US Ixffler maker . 

Both ABB and GEC Alsthom 
have emerged stronger from 
the upheaval caused by these 
link-ups, through eliminating 
dopBcaticm and consolidating 
mantrfa ct n rtag to ensure they 
have the ability to withstand 
market d owntur ns and . still 
spend heavily an research and 
development 

The second trend is based on 


Turbine makers cash in on gas revolution, says Andrew Baxter 

Survivors share the spoils 


technology, and especially the 
need for equipment suppliers 
to have access to the gas tor- 
Mae technology that forms the 
teste fin* combined cycle power 


Deals exemplifying this 
trend include the 1989 joint 
venture between the US's 
Northern Engineering Indus- 
tries, which lacked access to 
huge gas turbines, and ABB, 
which needed a direct presence 
in the UK power station mar- 
ket; and the longstanding 
cooperation between General 
Electric of the US aid Alstbom 
of France - and hence now 
between GE and GEC Alsthom. 
- Most of these deals now look 
to be in «rwi globally 
industry has coalesced loosely 
around four gas-turbine tech- 
nologies - a reflection cf the 
high costs of staying in the 
combined cycle game. 

The leaders in developing 
gas turbine technology are, 
naturally, at the centre of 
these groupings: GE, which 
has gahied leverage in power 
generation from its aeroengine 
technology, and its mutually 


beneficial arrangement with 
GEC Alsthom; ABB; Semens 
of Germany; and the Mitsubi- 
shi/WestinghonsB partnership. 

The two trends interlink 
because the strong growth of 
combined cycle has exacer- 
bated the overcapacity at Euro- 
pean plants producing equip- 
ment for large coal-fired 

gtntimx: am) Tinrlpuy stations. 

In the 1990 a, however, a third 
trend is developing strongly 
from roots In co-operation 

agreements struck on a one-off 
basis bat now taking a more 
central role in suppliers’ 


Mature Western markets, 
notwithstanding the impor- 
tance for suppttos of aaahmed 
cycle orders in countries such 
as die UK and Netherlands, are 
Gkeiy to grow only modestly, 
and attention is switching to 
the Far East - and especially 
south-east Asia - and eastern 
Europe. 

Western suppliers with fine- 
ly-tuned political antennae 

have realised that exploiting 
many of these markets increas- 
ingly involves co-operation 


agreements, joint v e nt ur es, or 
technology transfers to part- 
ners or to local sobslffiaries. 
The requirement can be mutu- 
ally beneficial bn client coun- 
try and supplier - the fanner 
gets an enhanced manufactur- 
ing base and jobs, while the 
latter can produce many large 
parts more economically when 
closer to the end-user. 

Some such links are long- 
standing, such as the agree- 
ment between Siemens and 
India’s Bharat Heavy Electrical 
(BHEL), but there have been a 
spate of reomt deals involving 
technology transfer and/or 
manufacturing under licen- 
sing. hi January GE, a past 
master at *r+**n *iin fr a h op in g 
hand via partnership and asso- 
ciate T t»1atinrkhfr « Vn aT Ptffld 60 
countries, agreed to transfer 
heavy duty gas turbine tech- 
nolog y to Korea Heavy Indus- 
tries (KH1Q, building on a 17- 
year association in tur- 
bines. ABB. Ripmgrn? and GEC 
Alsthom have also announced 
tie-ups in south-east Asia, with 
Korean companies the most 
flavoured partners. 


In eastern Europe, another 
wave of takeovers and 
cooperation agreements has 
developed since the fall of the 
former communist regimes and 
the reunification of Europe. 
ABB and Siemens have been 
partiadariy active in eastern 
Germany with a string of elec- 
trical engineering acquMtions- 

AcqUisItiQnB have rim tak«*n 

place further east, notably 
ABB's takeover of Zamech, in 
Poland, and fflenwng * purchase 
late last year of a 67 per cent 
stake in the power engineering 
business of Skoda Pilsen in 
Czechoslovakia, 

Such deals are motivated as 
much by the western suppliers’ 

fnr fcira sa«»d mannfarfr»r . 

tug flexibility, especially of 
low-value ftddpd equipment, as 
by the necessity of preparing 
the ground for winning busi- 
ness in markets with immonsp 
long-term power equipment 



Turbine buikfing at GEC Alsttimn: iha dr i v e for higher efficiency 


Overall, therefore, the web of 
later-relationshlps between 
power equipment suppliers is 
increasing in geographical 
scope and complexity. Whether 


it continues extending, or 
begins to contract ftarther at its 
centre, will depend on business 
trends. 

Some in the industry ques- 
tion whether four separate gas 
turbine technologies can sur- 
vive tong-term. But there is no 
sign that any of die main pro- 
tagonists are losing interest, 
and all remain committed to 
spending heavily to increase 


still further combined cycle's 
thermal efficiency and environ- 
mental friendliness. 

Ultimately, the stability of 
the equipment supply indus- 
try’s internal power structure 
will hang partly on the pace of 
orders in the Far East, eastern 
Europe and the former Soviet 
Union. 

Another factor will be the 
market for plant specifically 


aimed at reducing emissions, 
such as Cue gas desulphurim- 
tkm for large coal-fired power 
stations. Here, suppliers rely 
on continuing popular and 
poHtiea! pressure far tougher 
controls - in strict commer- 
cial terms, after all. there is no 
investment return from FGD. 

However, there are also hun- 
dreds of power equipment com- 
panies that do Mt an Info the 
web woven around the multi- 
nationals. 

Many of the small- and medl- 
no-sized companies exploiting 
niches in the developed world 
are benefiting from trends at 
the smaller end of power gen- 
eration, such as combined heat 
and power tCHP). 

One such company to Calif- 
omia-hased Energy, which is 
pioneering the commercial use 
of a family of power system 
designs known as the Kalina, 
cycle technology. The company 
is controlled by Dr Alexander 
Kalina, a fanner Russian scien- 
tist in the Soviet space pro- 
gramme who emigrated to the 
US In 1978. 

Many such companies can 
retain their independence and 
still find the resources to 
develop Internationally. 

Eventually, though, others 
form long-term agreements 
with larger suppliers, which 
draw them partially into the 
web. 


THE Ink was barely dry on the 
documents transferring owner- 
shfo of Northern Ireland's four 
power stations to the priv a te 
sector when the province's 
annual round of electricity 


A 4 per cent average rise in 
fine with tnflaHfwi -was hardly 
surprising but it handed 
detractors of privatisation a 
fresh platform for a bitter 
attack on Ulster energy policy. 

It underlined the fact *ha* 
the. Government is in the pro- 
cess cf p rivati sing the power 


sitton from consumer groups, 
unfonfet and nationalist pdfitt- 
dans- and train nnlmin fairi n g 
massive job cuts and higher 
tariffs. "• 

Northern Ireland Electricity 
(ME), att wwwTgamaHnn of four 

municipal authorities 
toss then 20 -years ago, ceased 
to exist as a public utility on 
April L Sts power stations were 
taken over and all of NIE's 
obligations and employees 
moved to a new company, NIB 
pic. The new company, Ulster’s 
biggest, continues to have 
responsibility for providing a 
reliable supply of electricity 


and controls the scheduling 
and despatch of all ge n erating 
units. The new power station 
owners have to compete to the 
right to sell electricity to ME. 

It is turn has a statutory 
duty to operate tiie system In a 
manner fit ri mating competi- 
tion in generation and supply. 
ME He is flra for fet a Hnn in 
November, hi setting the power 
stations the over-riding con- 
cern of Ministers was to inject 
as modi competition as possi- 
ble. 

Historically, NIE’s main 
problems have been Its depen- 
dence an costly fuel imports, 
isolation from national grids 
and its «n»n «h» — pair win- 
ter demand throughout the 
p r ovin ce was a mere 1.447MW 
last year. 

The utility's 70 per cent 
dependence cm oil led to Mg 
Government subsidies hi the 
early 1980s but modest profit- 
ability has been restored in 
recent years as ftiel costs have 
rtabfltoed- 


Ulster is no longer an electricity island, writes Jim Flanagan 

Power line under the ocean 


fixation has provided an 
answer to an the problems at a 
stroke and raised £353m to the 
Treasury's coffers. 


Ttriridi Gas fan frrmght Bal- 
lylumford power station at 
Larne, County Antrim, for 
£132Am. The L080 MW oil-fired 
plan t meet8 the deman d of 
almost half of NIE’s 600,000 
customers. The new owners 
will be converting the station 
to run on natural gas by 1397. 

Premier Trausco, a new Brit- 
ish Gas subsidiary, will be 
building, owning and operating 
a pipeline to carry natm-al gas 
into Northern Ireland Item 
Scotland. BaDylumford will be 
the first user but the pipeline 
will also service other suppli- 
ers wishing to bring gas to 
Ulster consumers. 

Another subsidiary, premier 
Energy Suppliers, is being 
established to market the prod- 
uct in Northern Ireland. Both 
the pi ping and power station 
conversion project have 
attracted European Commu- 
nity backing. 



Terms have been agreed but 
British G ag fan still to com- 
plete a detailed undersea sur- 
vey and complete negotiations 
with Boid Gate Eireann in 
Dublin regarding the shared 
on-shore pi peHne hi Scotland. 

Applied Energy Services and 
Tractebel, an American/Bel- 


gian consortium, have formed 
a joint venture, NIGEN, to 
acquire Kilroot power station 
near Carrickfezgus «"d the Bel- 
fast West plant for a total of 
£214m. 

However, the deal bad not 
been finalised by the April 1 
deadline. The Department of 


Economic Development has 
taken over responsibility for 
running the plants while NIE 
is providing a payroll system 
allowing wages to be paid. 

NIGEN has made it clear 
that an agreement with the 
Government has been realised 
and the delay is due to ‘techni- 
cal reasons". It said: "It is not 
because they can't raise the 
money. It is the process 
involved in project financing 
which has led to the hold-up". 

NIGEN has £35m in place 
and is in the process of planing 
the remaining capital with a 
syndicate of international 
banks. 

Kilroot, Ulster's most mod- 
em station, is a dual coal and 
ofl firing plant with a capacity 
of 520MW satisfying about one 
third of the province’s total 
demand. Belfast West the 
province’s oldest station, is a 
24QMW coal-fired plant cover- 


ing about 10 per cent of 
demand. 

Coolkeeragh power station at 
Londonderry, the only plant in 
the west of the province, has 
been acquired in a manage- 
ment-employee-buy-out for 
£6 An. The 420MW oil-fired sta- 
tion also meets about 10 per- 
cent of demand but is strategi- 
cally important because of hs 
geographical location. 

The Industry's competitive 
goals will be strengthened 
towards the end of the 1990s 
when an electricity inter-con- 
nector between Scotland and 
Ulster comes on stream. Scot- 
tish Power and NIE reached 
agreement on the £L70xn proj- 
ect before the power station 
sales. The cable will be capable 
of transmitting 250MW of 
power and provide another 
nmfahBrt Unk 

There is also renewed Inter- 
est in restoring the inter-con- 
nector with the Republic of 
Ireland, out of commission 
since being repeatedly targeted 
by the IRA in the 1970s. NIE 
and the Republic’s Electricity 
Simply Board have announced 

plane for a yraaU power link 

providing back-up in the 


north-west of the country. 

With the new power station 
owners likely to figure in any 
competition for ftiture NIE gen- 
erating requirements, It seems 
the industry is well placed t o 
meet demand, currently grow- 
ing at 4 per cent a year. 

The whole scenario throws a 
question mark over the exploi- 
tation of lignite, the province’s 
only indigenous source of fuel 
It has been found in huge 
quantities and studies suggest 
a lignite-fired power plant 
would be viable. But given the 
environmental implication of 
such a project and the plans 
already announced for meeting 
future requirements, lignite te 
unlikely to be developed in the 
foraeeablc future. 

The government has insisted 
that the privatisation is in the 
best Interests of tax payers and 
energy users. 

But consumers will judge the 
restructuring of the Industry 
by the bills dropping through 
their letterboxes. Mr Geoffrey 
Horton, the new clectridty reg- 
ulator appointed by the Gov- 
ernment to protect consumers 
rights after privatisation, Is 
likely to be a busy man. 
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Our business is to improve 
your business performance 


/ East Midlands Elect ric ity is recognised as 
a leader in the provision of high quality 
guaranteed customer services. 

Take our Business Services for example. 
Whether you- re in industry, commerce, 
retailing, catering, agriculture or ifie leisure 
industry. Business Services aim to help you 
cut your energy costs, reduce process 


times, improve your working environment 
and increase profit margins. 

Our local experts have already provided 
prompt, professional and cost-effective 
advice on a whole range of problems to 
hundreds of companies. 

So don't waste your time - or money. 
Talk to Business Sendees on 0800 100 l.l I. 


El 


East Midlands 
EJedtjuritu. 

The team you can trust 


NORTHERN PEOPLE 



ENTERPRISE, 
EFFICIENCY AND 
QUALITY 


At Northern Electric our objectives are to 
promote enterprise, efficiency and quality of 
service throughout our businesses. 

That way we can provide both customer 
satisfaction and a sound \ 

investment for our shareholders. 

Our region has undergone an ^ 
economic transformation in recent ^ 
years, and we work closely with 
development and enterprise 
agencies to play our full part. 

From Northumberland to North 
Yorkshire there is opportunity for 


profitable growth for electricity in diverse 
markets. 

Our effort is directed towards increasing 
electricity’s share of the energy market. 

promoting energy efficiency, 
expanding the company's 
distribution business and ensuring 
a profitable supply business whilst 
minimising risk. 

We believe that we at Northern 
Electric have the people, the skills 
and the commitment to deliver the 
results. 




NORTHERN ELECTRIC. CARUOL HOUSE. NEWCASTLE UPON TYNE NET 6NE. 




ON THE face of it, nuclear 
power in Japan has a rosy 
future. With 42 units in opera- 
tion, with a gross capacity of 
33.4MMW, the industry had an 
average capacity factor of 73.4 
per cent in February. 

By most standards, this 
capacity factor - a measure of 
output against the theoretical 
maximum availability - is 
excellent. Japanese reactors 
work welL 

Equally, apart from the com- 
paratively minor Mihama inci- 
dent in February 1991, a pri- 
mary coolant tube rupture in 
the steam generator. Japanese 
nuclear energy has been 
remarkably free of accidents 
and Japan relatively free of the 
knee-jerk antagonism to 
nuclear electricity that is 
fami liar in Britain. Germany 
and the US. 

Yet within the electricity 
industry as a whole, there is a 
creeping nervousness about 
the promise of nuclear. 

On the surface all appears 
normal. Last month, the centri- 
fuges of Japan's Nuclear Fuel 
Industries' (JNF1) uranium 
enrichment plant at Rokkas ho- 
rn ura started to roll out the 
planned 15 0,000 separative 
work units (SWUs) a year of 


THE recent incident at the 
Sosnovy Bor nuclear power 
station near St Petersburg has 
given rise to fears of another 
nuclear accident on the scale 
of ChemobyL 

While the Sosnovy incident 
- a leak of radioactive gas on 
March 24 - bore no relation to 
the Chernobyl disaster, it took 
place in the same reactor type, 
the RBMK. and occurred only 
months after a Eire at the Cher- 
nobyl 2 unit 

Another RBMK, Ignalina in 
Lithuania, has been the subject 
of safety reviews by Swedish 
nuclear experts and, by all 
accounts, is in an alarming 
condition. 

Aside from the technical fal- 
libility of these stations, 
reports from Norwegian 
nuclear inspectors who have 
visited the Chernobyl and 
Ignalina plants suggest that 
corruption has become 
endemic in equipment ordering 
and in payment for repairs 
which are never actually car- 
ried out 

As one of the Norwegians 
put it in a recent interview 
with the environmentalist 
newsletter, NNVF Bulletin, “in 
a country with an economic 
system where keeping 
accounts and auditing are 
unknown, fraud is an easy 
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enriched uranium. The even- 
tual target will be 1,500,000 
SWUs a year. 

Rokkashomura, after some 
initial local nervousness, will 
eventually become Japan's ver- 
sion of Sellafield, reprocessing 
spent fuel into re-usable ura- 
nium and plutonium ready for 
the fast breeder reactors Japan 
plans to build. 

Nowhere else in the world Is 
there quite the faith that the 
nuclear fuel cycle will be 
closed. 

The mid-term MTTI plan for 
the nation's electricity foresees 
72.500MW of capacity by 2010. 
Yet it is this apparent vote of 
confidence that is making 
Japan's power utilities ner- 
vous. 


Chris Cragg takes the pulse of Japan's nuclear industry 


Flickers of anxiety 


only the Japanese would take 
seriously. 

Japan does indeed have 10 
reactors under construction, 
amounting to a combined total 
of 10.488MW, with the last on 
line in October 1996. Permis- 
sion for two further plant, 
amounting to 2A31MW has also 
been given. 


It represents an expansion in 
capacity which would consider- 
ably more than double the 
units sow in operation. 

What bothers the industry is 
where these new units are 
going to go and just how long 
it will take to persuade the 
inhabitants of any new sites to 
accept them. 

Furthermore, demanding 
that the nuclear construction 
industry should build two 
1.000MW reactors per year for 
the next 20 years is a challenge 


Nowhere in the world 
is there such faith that 
the nuclear fuel cycle 
will be closed 


The problem is that planning 
authorisation for some of these 
plant dates back as for as 1982. 
As a recent M1T1 survey dis- 
closed. the lead time for build- 
ing a nuclear plant, including 
finding a site as well as con- 
struction time is now over 25 
years. This lead time baa been 
increasing steadily, from just 
over eight years In the 1970s to 


just over 17 years in the 1980s. 

The nub of the problem is 
space. In contrast to German 
or US methods, the Japanese 
power corporations have, like 
the French, adopted a policy of 
financial persuasion in relation 
to the inhabitants of a poten- 
tial nuclear site. Yet localities 
have become increasingly 
sophisticated and demanding 
in return. 

While the power companies 
complain the Inhabitants 
fail to realise the real economic 
benefits to the neighbourhood 
In terms of local industry and 
jobs, the locality-minded Japa- 
nese often object to the export 
of the power from the area to 
supply the cities. 

In Japan, where land is 
extremely expensive close to 
the largest power demand, this 
Ti»»ifpg for huge difficulties. 

Consequently, the current 
draft nuclear budget for fiscal 
1992 from Mill has increased 
last year’s allocation for power 


plant siting promotion by 10.6 
per cent to Y43D00m ($34lm) 
with a farther Yl6,2Q5m going 
on special subsidies to those 
around future sites. At this 
rate, the state will be spending 
over $2bn every two years on 
nuclear plant siting. 

The total M1T1 draft budget 
for the Nuclear Power 
Resources Siting Account, 
including safety and grants to 
develop local Industrial com- 
plexes, now amounts to over 
Y80bn a year. 

Even with this and offers of 
up to 50 per cent discounts for 
local consumers, it is still 
easier to build a plant on an 
established site, but there are 
limits even to this. 

Tokyo Electric Power, for 
example, has hopes of a 
planned 1,358 MW reactor at 
Kashiwazaki Kariwa on the 

north coast of Honshu Island. 
Yet if this goes ahead, it wiU 
be the seventh unit on the site, 
giving it an enormous 8y212MW 


of capacity. The twin sites of 
Fukushima host 9.096MW of 

capacity, although not in such 
a pgall area. 

By contrast Tohoku Electric 
Power’s proposed plan to build 
a reactor on a new site at 
Main, again on the north coast 
of Honshu, has had an author- 
ised plan since 1981 but com- 


Many believe that the 
real need is for more 
gas-fired plants to follow 
the demand curve 


mercinl operation is not expec- 
ted before 2000. 

With these kind of problems, 
even those within the Japanese 
nuclear industry are beginning 
to wonder if the M1T1 targets 
for 2010 are not too high. Yet 
Japanese power consumption, 
in comparison with both 
Europe mid the US, continues 
to grow more rapidly than 


expectations. The problem is 
that peak demand is growing 
more rapidly than the average 
flAmand in most parts of the 
country. 

Tokyo Electric, for example. 
had a peak demand of 27.3GW 
in 1980, compared with 44.7GW 
in 1990, while base-load grew 
by a much smaller percentage. 
Seasonal demand In Tokyo 
used to be only 29 per cent 
above base load in 1980. It is 
now expected to be 38 per cent 
above it in 2999. 

Such increases in peak 
demand - apparently much 
increased by a craze for per- 
sonal cleanliness amongst Jap- 
anese youth and hence greater 
use of hot water - do not sit 
easily with the rising capital 
and site-finding costs of 
nuclear capacity. 

Nuclear remains primarily a 
base-load provider, when run 
at its most efficient. Conse- 
quently many now believe that 
the real need in the Japanese 
network is for more gas-fired 
stations that can follow the 
load curve. 

As a result, some of the larg- 
est corporations in Japan met 
last December to discuss the 
Idefl of a Japanese trunkline 
gas grid, using Russian Sakh- 


busmess”. The command and 
control system in the USSR 
nuclear industry, which was 
never very effective at the best 
of times, has now gone alto- 
gether, leaving a dangerous 
vacuum in the oversight of 
nuclear operations. 

The RBMKs, and the whole 
nuclear sector, represent only 
one aspect of the problems 
besetting the electricity indus- 
tries of the former Comecon 
countries. 

It is nuclear power, however, 
which is causing the greatest 
alarm, not just in the west, but 
in former parts of the USSR. 
Estonia was among the first 
countries to d eman d a shut- 
down at Sosnovy Bor. 

Nuclear power also poses 
most urgently the question 
which faces much of the 
decrepit and highly-pollutant 
plants in eastern Europe: 
should tepknirai help from the 
West aim to refurbish the 
plants, or get rid of them? 

Apart from the RBMKs, the 
nuclear plants which cause 
most trepidation in neighbour- 
ing countries are the four pres- 
surised water reactors at 
Kozloduy in Bulgaria. The vari- 
ous western inspection teams 
which have visited the site 
have reported a station which 
is badly maintained, run by an 


Andrew Holmes on the power stations that Communism built 


Nuclear hazards intensify 


under-trained and low-paid 
staff and in need of basic 
repairs at every level. 

A reactor in a similar condi- 
tion, Greifswald in east Ger- 
many. was shut down soon 
after German unification. 
Unlike east Germany, however, 
nwthwr B ulgari a nor any of the 
former regions of the Soviet 
Union which house RBMKs 


Corruption Is rile and 
payment Is made lor 
repairs which are never 
carried out 


can fall bad e into the arms of a 
rich west e rn nation like West 
Germany. 

Kozloduy exemplifies the key 
problem in the “patch np or 
dose down” riflgmma. Nuclear 
power provides more than a 
third of Bulgaria’s electricity. 
The country's hydro supply is 
limit ed and irregular at best, 
while its only domestic fossil 
fuel sources are low-quality 


coal and highly-pollutant lig- 
nite. Th e Uk raine, which 
houses 12 PWR units as well as 
the three surviving units at 
Chernobyl, is in much the 
same condition. 

The initial instin ct* of the 
numerous western companies 
which flocked into eastern 
Europe when the Iron Curtain 
fell were to bring the stations 
up to something approaching 
western safety standards. 
Experience has shown that sta- 
tions designed and built to 
such a low level of safety 
requirements are in many 
cases beyond redemption. In 
any event, public pressure 
from the Scandinavian coun- 
tries, Germany and Austria is 
pulling governments and aid 
agencies away from such solu- 
tions. 

However, new power stations 
cost money. In the case of 
nuclear power, there is also a 
large price to be paid in getting 
rid of the stations and the 
enormous volume of waste 
which they leave behind in the 





There is no simple off-the-shelf 
answer to the complex business 
O problems crossing your desk. 
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■But when it comes to energy, we have 
restructured and strengthened our 
management and staff skills to help 
us provide quality solutions to meet 
your individual needs. 

In the highly competitive market of 
which we are now a part, we are 
achieving significant success. 

• Energy contracts completed zoith 
major UK-wide enterprises and 
regional electricity companies. 

• Crowing exports of our generated 
output into the wholesale market in 
England & Wales. 

•Development of major joint ventures 
in the energy business. 

• Joint energy management initiatives 
with private and public sector 
developers. 


CREATIVE 


THINKING 


Through our long experience of 
generating, distributing and selling 
electricity, we have a deep understand- 
ing of what electricity can do for your 
business. Our technical and commercial 
awareness, allied to a corporate commit- 
ment to total quality management, is 
proving of real benefit to customers for 
whom we have created a quality 
energy package. 

For a quality solution to your energy 
. problems, call Peter Hare, our 

Energy Trading Managing Director, 
w or drop him a line. 

ScottishPower 

Cathcart House Glasgow G44 4BE Tel 041 637 7177 Fax 041 637 3470 


form of irradiated steel and 
concrete structures. 

Outside the nuclear sector, 
there are other horrors such as 
the Polish lignite-burning 
power stations which have 
turned parts of the country 
into a poisonous wasteland. 

A government survey in 1988 
designated 27 areas as "ecologi- 
cally hazardous". These areas 
cover 11 per cent of the Polish 
land and house over one 
third of the population. Power 
stations are only part of the 
problem, but they are a large 
part AH but a tiny fraction of 
the nation's electricity comes 
from coal of one type or 
another. The country's venture 
into the nuclear sector proved 
short-lived and Poland has few 
if any other resources which 
can be used in the short term. 

Not all eastern European 
countries face problems on this 
scale. Hungary, for example, is 
making swift progress, though 
even here, according to a 
recent report by the Interna- 
tional Energy Agency, the 


break-up of the centralised 
Comecon nuclear structure, in 
which the USSR provided 
treated fuel and took away 
waste for disposal, has pres- 
ented the country's nuclear 
station, Paks, with a new set of 
problems. These are tending to 
offset the good performance, in 
technical terms, of the station 
itself 


Command and control 
systems, never very 
effective, have now gone 
altogether 


Hungary is also suffering, 
like many former Comecon 
countries, from a lower avail- 
ability of Soviet electricity 
imports. The 1EA sees positive 
signs that an energy economy 
such as Hungary’s can. with a 
cautious approach to privatisa- 
tion of basic industries, begin 
to get its energy market work- 
ing on something approaching 
western lines. 


The dilemma which faces all 
these countries, however, is 
the most basic of all. the pric- 
ing of energy supplies. In Rus- 
sia, the “liberalisation'’ of 
energy pricing, involving an 
eight to ten-fold rise in con- 
sumer prices, due to have 
tefren place at the end of this 
winter, has now been delayed 
until the end of the “spring 
sowing season", in May or 
early June. 

Further delays are possible, 
not to say probable, as the 
opposition to market-based pri- 
cing grows. Liberalisation of 
pricing is a precondition 
imposed by the International 
Monetary Fund on loans to 
Russia and the rest of the CIS 
countries, but few if any will 
go ahead with price liberalisa- 
tion if Russia stalls. 

It is, perhaps, difficult for 
westerners to appreciate the 
trauma which lies ahead for 
every sector of the population 
in the ex-USSR and other coun- 
tries in the region, who have 
been taught to regard electric- 
ity as a basic amenity, like 
bread and water. 

It is here, at the most basic 
level, that the opportunity for 
change, in the short term, 
must lie. The Introduction of 
basic metering of electricity, 
and the removal of incentives 


to waste it, could mark the-; 
way forward to the beginnings ■ 
of a more rational use of the 
vast resources of Russia and . 
other republics. Time, how-, 
ever, is pressing. 

The eastern European coun- 
tries do not have sufficient 
time to introduce gradually the 
metering ami payment systems 
which might ease the , way. 
towards a more efficient use off 
energy sources. 

Pressures from the IMF, 
among others, to raise revenue 
from energy tariffs, along with 
even more misguided pressure 
to disaggregate and privatise 
the electricity industry, 
threaten to make an orderly 
transition to energy markets 
as opposed to allocation 
systems - impossible. 

In the meantime, western 
nations, and in particular the 
near neighbours of the former 

USSR, need to find a way 
through the nuclear power 
problem. It is already clear 
that neither privatisation nor. 
the disaggregation of monopo- 
lies will do much to improve 
these potentially lethal 
machines >"<1 end the mimum-. 
age men t which now makes 
them doubly dangerous. 

The writer is editor of the 
FTBI newsletter Power ; in 
Europe. . 


Malaysia spearheads sell-offs in Asia, writes Frank Gra; 


All eyes on Kuala Lumpur 


BY the end of this month the 
first stage in the privatisation 
of Malaysia’s state electricity 
board will be completed when 
23 per cent of the company’s 
shares begin trading on the 
K uala Lumpur stock exchange. 

The minority flotation of the 
state-owned utility, Tenaga 
National Berhad (TNB), Is the 
biggest yet in Asia's develop- 
ing countries, where most of 
the region's utilities are under 
state control. 

Malaysia's experiment in pri- 
vatisation is being closely 
watched in view of widespread 
moves in the region to make 
the power sector operate more 
commercially. The TNB flota- 
tion involves the allocation of 
625m of its 3bn shares to the 
private sector, with most of the 
shares going to domestic insti- 
tutions, the public at large and 
to employees and a further 60m 
allocated to international 
investors. 

Baring Brothers, the UK 
merchant bank, lead managed 
the international offering. The 
offering was heavily oversub- 
scribed and “grey market" 
indications are that official 
share trading will see TNB 
shares hitting the market well 
above their offer price of 
M$480 per share. 

The TNB flotation dates from 
the late 1980s when the Malay- 
sian government began solicit- 
ing advice on how to privatise 
the utility, then known as the 
National Electricity Board 


(NEB). At that time, Mr Sarny 
Vellu, the energy minister, 
hoped to float a majority of the 
shares, leaving the government 
as a minority shareholder, but 
retaining overall sovereignty 
for the utility through control 
of a so-called “golden share". 

That plan was abandoned 
given the complexity of trying 
to ensure a fair distribution of 
the shares among Malaysian 
institutions and the ethnic 
Malay, as opposed to the Chi- 
nese, public, it has been a cor- 
nerstone of Malaysian domes- 
tic policy since 1969 to broaden 
the Malay share of national 
corporate wealth to match the 
more commercially successful 
ethnic Chinese population. 

Malays comprise 58 per cent 
of the population of 18m. the 
Chinese and Indians compris- 
ing 33 per cent and 9 per cent 
respectively. Critics of the pri- 
vatisation scheme argued that 
the TNB was almost too good 
to pat on the marketplace. 

Malaysia is technically 
self-sufficient in energy with 
large gas and oil reserves and 
abundant hydroelectric poten- 
tial. It now delivers piped gas 
to Singapore and is at the 
crossroads of a partially com- 
pleted trans-ASEAN (Associa- 
tion of Southeast Nations) gas 
pipeline grid, extending from 

Thailand to Tndnwpwia 

With an installed capacity of 
5,000 MW, Malaysia is not bur- 
dened- by the population 
demands of Indonesia (180m, 


9,000 MW) and its 138 ratio of 
kilowatts per head of popula- 
tion far exceeds the Asian 
average of 1:10 (the European 
average is roughly 18:1). 

The government has argued 
that infections of private capi- 
tal were needed to improve the 
TNB’s efficiency and meet the 
demands of new industry. It 
has set an ambitious target of 
adding a further 3,000 MW of 
new capacity to reach 7,834 
MW by 1995, largely through 
the addition . of hydroelectric 
and combined cycle power sta- 
tions to tiie national grid. 

Mr Vellu recently declared 
that Malaysia wanted “to 
become Asia's powerhouse". 
The TNB’s restructuring 
required it to be removed from 
governmental controL This 
necessitated its corporatisa- 
tion, which took place in Sep- 
tember 1990. After that, it was 
up to national and foreign 
bankers to put together an 
action plan that could be sold 
to tiie public. 

As well as an impressive' 
boost in generating capacity, 
the TNB is predicting a sharp 
increase in profits. Last year, 
its turnover was M$3.7bn, with 
after-tax profits of MgSOlm. It 
foresees an after-tax profit rise 
to M$82Gm this year and 
M$969m in 1933. 

With electricity tariffs fore- 
cast to remain stable, this 
could mean a sell-off of some of 
the utility's assets, particularly 
thermal power stations which 


would be run by private opera- 
tors. It is already in talks with 
Hopewell Holdings of Hong 
Kong to build a M$4.6bn 
(lL7bn) thermal power station 
on a baiid-ope rate-transfer 
basis. Hopewell would ran the 
station for a specified number 
of years, recouping its installa- 
tion costs from the sale of elec- 
tricity into the TNB grid. 

To the alarm of some, TNB’s 
long-range programme 

includes a dOSCr eviiTniTiaHnn 

of nuclear. When the flotation 
was first mooted, Mr. Vellu, 
commenting on the problems 
facing Britain’s electricity pri- 
vatisation, said: “Thank good- 
ness, we do not have nuclear.” 
Analysts suggest that this posi- 
tion really has not changed 
and that nuclear was put into 
the current flotation prospec- 
tus as a demonstration of the 
utility’s technological prowess, 
rather than as an inflinatAr of 
true, long-term intent 

With the minority flotation 
just being completed, there are 
no immediate plans to float 
any more shares, though the 
TNB - with the government 
holding a golden share - may 
decide to do so later in the. 
decade. The possibility that 
shareholders might have to . 
fund a showpiece (and proba- 
bly unnecessary) nuclear 
power station might provide a 
big disincentive to a further 
devolution of the utility. 

The writer is editor of Power 
in Asia, a FTBI newsletter. 
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alia and Yakutsk ga*. Signifi- 
cantly, among them ware 
Tokyo Electric Power and Kan- 
sai Electric Power, the two 
largest power utilities,. 

Whether such 8 pipeHna wifi 
come to fruition remains 
impossible to say. Nanetheteas, 

there are plenty of trends to 
indicate greater use of gas-fired 
generation in Japan. 

Cogeneration, although still 
trivial in relation to grid sup- 
ply, has doubled to l JGW- 
since 1989. 

More gas companies, are 
switching from LPG and town* • 
eas to imported natural gas, 
thus developing the potential 
for household use. Perhaps 

most significantly of all. Tokyo 

Electric Power is planning to 
build the world's largest gas- 
fired combined cycle station at, 
Yokohama, close to its area off 
peak demand. At 28WMW, this 
could be running in 1S96« five 
years after the proposal. . 

Needless to say, this does not 
suggest that Japan’s nuclear 
expansion is over. Certainly 
nobody would admit as much, 
officially. Nonetheless, it may 
be slowing down. 

The writer is editor of Energy . 
Economist, a FTBI energ g. 
newsletter 
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A ' FEW years ago, : Walt 
^Patterson and Ids ytft» hafent 
r ttefrdectrteity tjffi by replac- 
ing alt fear lights wife low 
®*®EP temp s. “It was a pretty 
sizeable investment - about 
StoO* pet Hght But aftertax 
to feme years we have already 
recovered feat,” he says. 

Few householders are as 

enhgirtened as Mr Patterson, . 
-an energy spedaBst who was 
one of fee Bat to preach fee 
axyinnuniental gospel. Bat if 
only more-of as weald replace 
our lamps, the savings in 
national enexgy co ns ump tion 
would be -“spectacular”, says 
Mr PattasoaL. 

. “If people caught on how 
much they could sav e, just for 
lightin g, the regional electric- 
ity c omp anies would be wcy 
worried. Their sales , would 
drop hke a stone.* 

There; be says, is the rob. 
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nies which supply domestic 
customers are not pt nnw d in g 
energy efficiency products 
because their profits depend 
primarily on seffiog mure elec- 
tricity, not helping customers 
tojaveit 

Brenda Boardnum. at Oxford 
University’s Environmental 
Orange Unit, agrees. “At the 
■moment, fee regulation gov- 


companies is structured 
around them being ntSffias, 
and being on a‘ growth curve 
by .selling more units,” dm 


"I want them to become 
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ing warmth and lighting rather 
than units of efeefrietty," she 
says. This would .mean fee 
companies would consider 
Insulating homes and install 
mg low. energy li ghting as 

Spectacular savings 
could be mads V snouspi 
people swrttched to low 
energy lamps 

a U at n atlves to aupriying mate 
power. ■■-'■ 

There is, she says, enormous 
scope for 'saving. “Say your 
fridge uses 100 units of energy.' 
The average new fridge will 
use 90, a saving at around ID 
per cent.;-; If yon axe. weir 
Informed, and buy fee best 
fridg e on .fee UK mafeet you’, 
will be down to 43. And if you 
boy fee beat fridge anywhere 
on the wotld; maxhet, fen wiQ 
be down to 19 - a saving of 80 
per cent,” .■ • 

The 8upo>efi5clent fridge, 
moreover; win not necessarily 
be more expensive. There is no 
conelatian betweai fee capital 
cost of si' ffidge, and its 
dency. . 

What Hs Boardman. Mr 
Patterson axuL many others 
advocate is least cost plan- 
ning;" also called ^demand side 
management”. Briefly, this 
meane merifng the country's 
energy needs by energy conser- 
vation measures whenever feat 

is cheaper, than btdldrng new 
power stations. : 

At fee inomfefr.feerete vmy 
Htfle demand side management 
in Britain. The legislation 
brought to/wben the elect ricity 
industry' was privatised two 
years ago, has no provision for 
demand side management. . 
except that fee regional elec- 
tricity companies must pro* 
mote energy efficiency. 

“M nvmnn leaflets, whicb 
is a minor point,” says Ms 
Boardman. “Most iust give gen- 
eral advice fike ‘insulation Is 
good,’ whereas what's often 
pw f •jjatf la household specific 
advice and money 
And,ahfe points oat.tfae gov- 
ernment has been ondear 
shout its. oideettves, faffin g to 
iKa ti rtg i i W h . dearly whefeer it 
wants to rednee itemand, pro- 
mote energy efficiency, (get- 
ting more from each unit of 
energy), or staudy cut tbe car- 
bon «mia8lon& which 

resuH flrau burning fosaflfeeb 
-and canre global warming by 
any possible means. . • 
PrivatlsatloD, fee suggests, 
may have made demand side 
plaantng a low easy option, 
because, when fee government 
controlled the industry ft could 
- decide whefeer to opt for sup- 
plying more power, or manag- 
. ing demand. 

v “Befwft, fee goveriment 
cotdd,.for instance, have con- 
sidered- giving. £Lbn to fee 
Uepaiiment crf the Environ*. - 
meat to giaul on hrmlatlon, 
fetter than building new 
power stations. Now, industry 
: tesih beaWeto compare those 
options.” 

; ; 0ne of fee strongest argu- 
ments Why demand Side IMfr 
" hot Wffl* la fee 
. industry now fs 
is- not “vertically into 
■gatHt". privatisation fee 
ifactrietty generators - who 
“linwpt-power statteB ^ Dad 
fee primary* suppliers of 
from fee teghmial 

.j companies - who 

it to- meet customers’ 

swans there is .no Ion- 


The beet fridgwa use 
less Han half the energy 
needed for the average 
appfianc e e - 

This argues that what the 
reghmal wu np ii ii jiw 

do wffi not affect fee genera- 
fcosS 1 dedriai to build car not to 
build new plant, and that fee 
regional companies wooM have 
to recoup the cost at investing 
in dsmindemmagement pro- 
grammes by putting up th^r 
prices. 

“The question hi the UK is, 
what is the incentive for 
regional electricity companies 
to promote energy. aavings?" 
says Mr Tony Boreman. at 
Offer. At the moment, there 
are two main reasons, why fee 
r»m pardon actually have a die. 


Baring. 

. First, if they invest In install- 
ing low energy Hghts in domes- 
tic botfl y for onwipln they 
canimt pass the cost on to cus- 
tomers. By co n t r a st , they can 
charge custom er s for fee cost 
of buying mare power. 

- Second, fee cumpaniw have 
a relatively stable cost base, 
which ™»«» Wmt more »Trft 
sales imam more profits. This 
means that even if they could 
recover fee costs of putting fee , 
lighting in, they would lore oat 
because fee new lights would ■ 
nwmaw fewer units at dec- i 
triefty- 

This has not completely ! 
deterred regional companies 
from investing in energy dfi- 
tittuar - c ompetiti o n from gas 

hog Hn«mr«g wt them to US8 

matg y efficiency as a market- 
ing tool, especially when, it 
mnu-g to adHng industry dec- 

■ MmI ^nlnllwm to proUms. 

• *Jt fa in the interast of the 
industry to hdsp .customers^ 
-away from -gas,” says Mr 
. Simon Roberts, energy cam- 
paigner far Friends of the 
Earth. “But in fee busi- 
ness and domestic market 
there is no facm ti TO to save 
energy. It is not happening in 
existing homes." What is 
needed, he says. Is real incen- 
tives, and penalties for compa- 
nies that do not encourage 

flftnmiwf trwiMigmiwit . 

Mr Tim Walfo at fee Associ- 
ation for the Con s er v ation of 
Energy (ACS), believes a sys- 
tem could be introduced in the 
UK. “There has been lots of 
opposition from the Conserva- 
tive party In the UK, saying it 
is not appropriate because our 
industry is not vertically inte- 
grated. I don't believe that 
matters.” 

Otters agree. Firstly, the 
regional companies do have 
some avoidable supply-side 

TTiare Is a need for reel 
penalties for companlwu 
feat do not back demand 
. management 

costs - such as spending on 
substations or upgrading their 
local networks - which they 
can offset against managing 
demand. Second, points out Mr 
*Wolfe, they can be given an 
in cen ti v e to invest in demand 
management 

So far. Offer has suggested 
the possibility of introducing 
an “E factor," as the gas indus- 
try did last year. This "E fac- 
tor” would be added to the reg- 
ulatory formulas that govern 
how much the regional elec- 
tricity c ompani es can Increase 
electricity prices to custo m e r s. 

It would allow the cost of 
approved energy saving pro- 
grammes to be reflected in the 
electricity price. 

But this, Mr Wolfe believes, 
is not enough. “Say a pro- 
gramme COStS tSm, and saves 
the company £7m In the cost of 
buying more power ~ they 
have already made £2m. But 
they might have lost £2JSn In 
revenues from the power they 
.would have sold. We believe 
they should be allowed to 
recover that tiJini. Not the 
£5nt the programme cost - 
just fee ££Sm.” 

An Efiactor which allows fee 
rnnypantefi to recoup fee c osts 
of ener gy saving programmes 
would encourage them to 
spend on programmes, but not 
save energy, he says. But an E 
factor which allowed them to 
recoup lost revenues would 
encourage them to spend less 
on fee p ro gr a m me, and save 
unfa “This is a fo nds m e nt al 
jeerm and care 1 don’t beBeve 
Offer will meet head on." 

Brenda Boardman agrees. 
“At the moment than Is a dour 


suggests Mr Wdfe. “Offer 
couM require fee regional com- 
panies to put forward energy 
plans every two years, or could 
set fee companies targets." 

Most important, say all advo- 
cates of least cost planning, is 
to rf m e p * tftp regulation gov- 
erning the regional 

wwipa^toc , cr> fhwy p nfe 

are not directly linked to 
higher sales. 

“ff thezr costs were mtitsen- 
strive, but not their profits, 
th«D faffrafl of advertising at 
you to buy things, they would 
be discouraging you. because fit 
would cost them more," says 
one commentator. . 

Offer has asked for com- 
ments an its energy efficiency 
document before. June, and 
may then move to implement 
some form of E factor, ft is 
unlikely, however, that it wffi. 
be to get regional 

companies Installing low 
energy lights and fridges. 

Juliet Sychrava National Power's 4.000MW coottred power station at Drax, North Yorkshire: s u pplying huge v o l um e s ol energy to a pro Wge to market place 






One day, all 
power stations 
will be made 
this way. 

(On budget 
and ahead of 
schedule.) 


At Size well in Suffolk, Britain’s first Pressurised 
Water Reactor is presently under construction. 
It’s one of the biggest engineering projects ever 
commissioned in Britain, involving 115 British 
companies and employing 4,500 people on sice. 
What’s more, it’s both on budget and well ahead 
of schedule (to begin generating the first elec- 
tricity in 1994). 

The company responsible for the Sizewell B 
project is Nuclear Electric pic. We own and run 
the twelve nuclear power stations in England and 
Wales, producing well over one sixth of the 
country's electricity. 

Since being formed in 1990, we have performed 
rather well, with the last twelve months showing 
nothing bur continued improvement. 

Output is up, productivity is up and unit pro- 
duction costs are down. 

The new addition of Sizewell B to our country’s 
generating capacity will help ensure a balanced 
energy supply well into the next century. That’s 
because it's no ordinary power scarion. It’s rhe 
shape of things to come. 


To visit a Nuclear Power Station, or for more information, write to 
Peter Haslam, Nuclear Electric pic, 123 Pall Mall, London SW1Y 5EA. 
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Eastern Electricity 


29,000 million units 


supplied over 
of electricity to its customers. 
Something of a coup, you might say. 

That’s more kilowatt hours 
than any of the other 11 Regional 
Electricity Companies in England 


and Wales 


And, as our customers are 


delighted to know, our domestic 
electricity prices are some of 


the lowest 


among 


course, that we 


cover an area of 20,000 square 


kilometres and serve 2,900,000 


customers. (Two more numbers 


the others cannot match.) 


Not that we’re content to leave 


matters there. For the future, we’re 


expanding our business still further 


by increasing our sales, broadening 
our range and adding to our quality 
As befits a super power. 
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■Inflation tamed: virtuous 
circle rewarded with public 
support Page 2 - 

SECTION TV 

Economic reforms 
are beginning to 
bear fruit, after the 
impetus given by 

. * Carlos Menem, the 

head of state since 1989. Monthly 
inflation is now in single figures. 
The president has the chance to 
reverse the economic decline of the 
past 60 years, says Stephen Fidler 

Best chance 
in years 


FINANCIAL TIMES SURVEY 

ARGENTINA 

Thursday May 14 1992 


■ What to do in Buenos 
Aires: city that comes 
alive at night Page 6 



The Casa Rooda - the office of tha Argentina president - in Buenos Aires 


some of 




A RGENTINA’S repu- 
tation as an eco- 
nomic disaster zone 
has received a seri- 
ous blow over the past year. 

‘Hie country has just enjoyed 
a year of slow inflation and 
high growth, with every pros- 
pect ter another year or two of 
the same. Argentina may he on 
tha road to a fundamental eco- 
nomic recovery. 

If it is, it will be thanfec to 
two men: President Carlos 
Menem and his economy min- 
ister, Mr Domingo Cavallo. 

They have - opened Argen- . 
tma's economy up to market 
forces, 'international and 
domestic, and curbed, its dfsas- . 
trously inefficient government. 

. The resultant stability has 
been popular. It. is credited 
with winnin g Mr a vote 
of confidence in last year’s 
mid-term elections. It has also 
reversed a decade , of capital 
outflows from Argentina, trig- ’ 
geriag an influx of money. 
This has doubled the govern- 
ment’s hard currency reserves 
in a year to SS^m at the end of . 

Mnivh . 

It has won the support oftbe 
International Monetary Fund 
teran$8toexteh&dfuml£acil' 
ity, given only ^.countries 
that have a “track .record*. 
This has brought agEeaneaHn" 


principle with foreign bank 
creditors which will lower the 
burden of Argentina's S62bn 
. foreign debt 

Mr Menem is an unlikely 
free market crusader a Peron- 
ist from the provinces whose 
lifestyle and friends many 
Argentines find unsavoury. 
But he knows what he wants 
and how to get it; and what he 
wants now is an Argentina 
freed from the shackles of over- 
regulation, state control and 
protectionism. 

Mr. Cavallo is a Harvard- 
trained economist who pro- 
vides the intellectual firepower 
for reform and who has put the 
. economic programme back on 
track since he took over in 
January last year. 

-The change in the economic 
outlook has also brought a 
more outward-looking foreign 
policy. Argentina has aligned 
' itself more closely to the west 
and announced its intention to 
comply with a raft of interna- 
tional agreements ft previously 
refused to sign.: 

'ft has sought better relations 
and closer economic integra- 
tion with its neighbours. It is 
committed to the creation of a 
tariff-free common market, 
which would group Argentina 
with Brazil, Uruguay and Para- 
guay. 


Economic stability had 
eluded the previous govern- 
ment of President Raui Alton - 
sin who was forced by eco- 
nomic crisis to relinquish 
power to Mr Menem five 
months early in July 1989. The 
economy was in hyperinfla- 
tion, and food riots and loot- 
ings had prompted the imple- 
mentation of a state of siege. 

Mr Alfonsin had taken office 
in December 1983 from a mili- 
tary government disgraced by 
seven years of political repres- 
sion and economic mismanage- 
ment. its final humiliation had 
been the military defeat by 
British troops on June 14, 1982, 
following the Argentine inva- 
sion Of tile F alkland Islands. 

During his time is office, Mr 
Alfonsin and his radical party 
had succeeded in further weak- 
ening the inflHpnre of the mili- 
tary in government He also 
(rare enough in Argentine his- 
tory) managed to hand over 
power to another elected presi- 
dent 

But lack of success in han- 
dling the economy overshad- 
owed his presidency. Two eco- 
nomic “shock* programmes - 
the first and second Austral 
plans of 1985 and 1987 - failed 
to graMTicp the economy. 

A mixture of wage and price 
controls and devaluations, the 


plans failed to address the cen- 
tral cause of Argentine eco- 
nomic instability: an out-of- 
control budget and a central 
hank with little monetary dis- 
cipline. 

Mr Menem dismisses the 
Austral plans as “announce- 
ments. nothing more”. Indeed, 
his administration can claim to 
have tackled the root of many 
of Argentina's economic trou- 
bles by curbing the budget def- 
icit and securing a law forbid- 
ding the central bank to print 
money unless backed by for- 
eign currency. 

An aggressive privatisation 
campaign is helping to keep 
the deficit in chock. Under it, 
companies accounting for no 
less than 30 per cent of the 
Argentine economy will be 
transferred rapidly from the 
state to the private sector. 

The government has fixed 
the Argentine currency to the 
dollar and pledged to keep it 
there, despite complaints that 
it is hurting business. Mr 
Cavallo is convinced that 
Argentines are so inured to 
inflation that the competitive 
benefits of a devaluation would 
be offset by price rises in a 
matter of weeks. 

With a lowering of tariff bar- 
riers anrt a removal of much of 
the regulation that has hobbled 


the private sector, Mr Cavallo 
reckons the government is 
removing the causes of the 
severe malfunctioning of the 
Argentine economy. There will 
be no going back, he says, to 
the system of mnltiple 
exchange rates, industrial pro- 
motion, over-regulation and 
state lending that fostered 
enormous corruption. Argen- 
tines are not lazier or more 
corruptible than other people, 
he says: they respond to incen- 
tives like everyone else. 
“Under the old system, there 
was an enormous incentive to 
corruption and the result was 
huge corruption. That has now 
gone." 

T he reform programme 
should indeed reduce 
the opportunity for cor- 
ruption in Argentina, but it 
win take time to erase it from 
the system. As one former cen- 
tral bank governor says: 
‘There are still thousands of 
subterranean contacts between 
the government and the pri- 
vate sector which can lead to 
corruption.* The head of one 
US company told the FT that a 
project his company had won 
to build a new port in Argen- 
tina was being held up by his 
refusal to pay a bribe. 

Indeed, one of the important 


consequences of economic sta- 
bility is that it removes the 
distorting prism of rampant 
inflation. This allows a clearer 
vision of the rftglleng ws that 
will have to be faced for Mr 
Menem to achieve his much- 
vaunted desire to bring his 
country back into the first 
world. 

The picture is for from nega- 
tive. Argentines are more liter- 
ate and their wealth is distrib- 
uted for more evenly than in 
most other .Latin American 
societies. Its traditional natural 
resources, such as its abun- 
dant, fertile land, remain. 

However, the vital questions 
an whether the private sector 
can respond in its new role as 
the engine of growth: and 
whether the public sector can 
be effective as provider of pub- 
lic goods, such as health, edu- 
cation, security, and as a reli- 
able arbiter of justice. The two 
issues are interlinked: private 
investment, for example, will 
be discouraged by a corrupt 
justice system. 

There is selective evidence of 
the private sector responding 
to the cold wind of foreign 
competition, but it is too soon 
to say in what sectors, apart 
from food production, the 
country can carry comparative 
advantage. 


Similarly, the ability of the 
state to provide public goods 
has deteriorated. Turning this 
round will be critical: the 
Argentine people will not be 
satisfied for ever with stability. 
If they are lucky enough to 
obtain a few unbroken years of 
low-inflationary growth, they 
will start to demand that the 
state performs effectively its 
reduced role, particularly in 
the provision of education and 
health services. 

The next 12 to 18 months are 
widely viewed as critical to fur- 
ther and consolidate the eco- 
nomic programme. Reform is 
needed, for example, of labour 
and social security' legislation, 
in this period, it is quite likely 
that the exchange rate regime 
will have to change and this 
will need to be done carefully 
to avoid fracturing confidence. 

The continuation in office of 
Mr Cavallo is also viewed 
inside and outside Argentina 
as critical to the maintenance 
of confidence. While dements 
of the economic reform will 
remain with or without Mr 
Cavallo, it is difficult to iden- 
tify anyone who would do the 
job better, observers say. and 
there are legions who would do 
it worse. 

In this sense, the reform pro- 
gramme may still be said to be 
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fragile and unhealthily iVfvn 
dent on n few enlightened 
members of the guviriiliu nt 
One fear Is that Mr Mrnem's 
commitment to enunimic 
reform is that of a populist. 
albeit an astute one. rather 
than that of a "convict ion" pol- 
itician. Hb. response m the 
event that he becomes tmpnpu 
for is thus unknown. 

There are also cuui'crns 
about his apparent desire to 
run for office again, which is 
forbidden under the current 
constitution. Mr Menem says 
he has not yet made up his 
mind on the issue. There :ua> 
be a risk that lie will trade 
away part of his economic pro- 
gramme to secure support for 
constitutional change And the 
other changes which would 
have to be made to give tip' 
project an air uf nspi-ctability 
could lumber the country with 
an unworkable constitution 
such as that which is now hin- 
dering Brazil's reform efforts. 

Mr Menem has given Argen- 
tina its best chance in years to 
reverse the economic decline of 
the past 80 years. Further 
increasing those chances 
would seem a more important 
priority for his country tlian a 
personal project to rule Argen- 
tina almost to the next cen- 
tury. 
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A 3 - M 0 N T H S SHOW IN HOMAGE 
TO A 5Q0 YEARS-0LD AMERICA. 


* October l - December 28. 1992. 

* Site: Puerto Madero -200 meters 

from the historic Plaza de Mayo- 
Buenos Aires, Argentina. ^ 

* 25 hectares dedicated to this sr 

International Exhibition. , 

* 5.5 million viators. ^ 
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offered daily. 

* All expressions of the art and 
culture of the Americas of all times 
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ARGENTINE REPUBLIC 

INTERNATIONAL PUBLIC BID N° 14 - 280/92 

Ministry of Economy and Public Works 

and Utilities. 

HYDROCARBONS AND MINING SECRETARIAT 

YPF SOCIEDAD ANONIMA 

"NORTHWEST BASIN" 

By means of National Executive Order N° 305 dated 
February 2, 1992, it has been arranged for the calling of an 
International Public Bid in order to select those companies to be 
associated with YPF SOCIEDAD ANONIMA in order to perform 
the exploration and exploitation operations in the so-called 
"Northwest Basin" and its associated assets. Further, the above 
mentioned executive order has authorized the inclusion of the 
Campo Duran Refinery, subject to the approval of the National 
Congress. 

The Ministry of Economy and Public Works and Utilities 
has decided the division of the Bid in three stages: a first 
informative stage which will provide for the access to the 
documentation related to the Northwest Basin presently held by 
YPF during a period of sixty (60) calendar days as from 3/16/92; 
a second stage for the preparation and governmental approval 
of the Bid documentation, which stage may extend up to 6/14/92; 
and a third stage ending 9/15/92 within which bidders are to be 
qualified and selected. 

According to the above and in order to begin with the 
process, domestic and foreign companies are hereby called in 
order that they may obtain information on the Northwest Basin 
assets at YPF S.A. Data File under the terms to be furnished to 
all interested parties at the following addresses: 

BUENOS AIRES: YPF SOCIEDAD ANONIMA. Avenida Presidente 

Roque SSenz Pefia 777, 8th. floor, Office 832. 
Buenos Aires. REPUBLICA ARGENTINA. 
ROBERTS CAPITAL MARKETS S.A., 25 de 
Mayo 258, 7th. floor. Phone: 331-5874 - Fax: 
331-5826. 

NEW YORK: MORGAN STANLEY & CO. INC., 1251 Avenue of the 

Americas, New York, NY 10020 -Phone (212) 
703-7236 - FAX: (212) 703-7888. 

HOUSTON: YPF SOCIEDAD ANONIMA TECHNICAL-COMMERCIAL 

OFFICE - 5 Greenway Plaza East - Suite 250 - 
Houston, Texas - USA. - Fax: (713) 621-4802, 
10:00 am through 12:00 am. 


MORGAN STANLEY & CO. INC. 
ROBERTS CAPITAL MARKETS 
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The trading floor of the Buenos Aires stock exchange 

Stephen Fidler looks at how inflation has been tamed 
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Virtuous circle rewarded 
with public support 
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WHEN President Carlos 
Menem assumed office, Argen- 
tina was in a frenzy of hyperin- 
flation. 

In that month, July 1989, 
retail prices rose nearly 200 per 
cent At this level commerce 
grinds to a halt Simple trans- 
actions become impossible 
because people have no idea at 
what price they will be able to 
replace what they have sold. 

Hyperinflation threatened 
again in early 1990. Since then, 
the inflation trend has been 
dramatically down. Last year, 
prices rose 84 per cent, com- 
pared with over 1 ,300 per cent 
in 1990 and almost 5,000 per 
cent the year before. This year, 
inflation will probably be sig- 
nificantly below 20 per cent 

For this brief insight into rel- 
ative economic stability, the 
Argentine people have been 
grateful. As voters, they have 
responded with support for 
those who back the govern- 
ment's economic programme. 
As savers, they have begun to 
bring back capital: they 
accounted for much of the esti- 
mated $5 bn that flowed into 
Argentina in 1991. As consum- 
ers, they have started to spend, 
encouraged by the emergence 
of what for Argentines is an 
unusual service: consumer 
credit 

As a result while some sec- 
tors have suffered, there is no 
sense of overall economic aus- 
terity. Gross domestic product 
rose some 5-6 per cent last 
year, with employment rising 3 
per cent and industrial produc- 
tion up 20 per cent This year 
growth could be higher per- 
haps 7-8 per cent according to 
Mr Domingo Cavallo, toe econ- 
omy minister. 

The economy appears to 
have entered a virtuous cycle. 
This dates back almost entirely 
to a law, the brainchild of Mr 
Cavallo who took office in Jan- 
uary 1991, that went into effect 
on the inauspicious date of 
April Fool's Day last year. The 
convertibility law turned the 
central hank into a currency 
board. It fixed the Argentine 
currency to the US dollar and 
only allows toe central bank to 
issue local currency when 
backed by inflows of dollars to 
the central bank. (The dollar 
was set at 10,000 aostrals. This 
January, the government 
renamed its currency the peso 
and made one peso the equiva- 
lent of US$1.) 

This law halted the Argen- 
tine Inflation machine - by 
which the central bank printed 
money to cover a budget deficit 
estimated to have reached 14 



II KEY FACTS 1 

Area 

2.737.000 sq km ( 

Population 3 

2.7 million (199 

estimate] i 

Head ot State 

.President Carlos Menem ] 

1 Currancv .The neso f Pal. which renlaced the 1 

1 . Austral on 1/1/91. fPsI 

^Al 0,000) 


.. 1990 Si 

=Ps04S78 


1991 $1 « PsO.953 1 
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ECONOMY 

1990 

1991 

Total GDP (Sbn) 

78.1 

n.a. 

Real GDP growth (%) 

-0.7 

4.5 

GDP per capita ($) 

2,418 

n.a. 

Components of GDP (%) 



Private Consumption 

80.5 



8.9 


Government Consumption 

3.9 

n.a. 

Exports 

14.4 


Imports 

-7.8 


Agriculture as % of GDP 

1f.8 

n.a. 

Consumer prices (% change pa).. 

2.315 

230 

Reserves minus gold ($bn,Dec).... 

4.6 

4.3 

Ml growth (% pa, end year). 

1,096 

277' 

Discount rata (% pa, end year) 

1.586 

. 60 

Total external debt (Sbn) 

60.9 

B1.fi 

Debt service ratio (%) 

34.1 

n.a. 

Current Account Balance (Sbn) 

1.7 

-2.8 

Exports (Sbn) — 

12.3 

12.3 


3.7 

8.1 

Trade Balance (Sbn) 

8.6 

4.2 

Main Trading Partners (1990, %... 



by value) 

Exports 

Imports 

US 

13.8 

•21.7 

Brazil 

11.5 

16.7 

Germany 

5.2 

10.1 

Development Indicators 

15-20 

latest 


years ago 

estimate 

Dependency ratio*. 

38.8 

38.9 

Urban population (% of total) 

80.6 

85.9 

Pop. growfii rate (annual %}.... 

1.7 

1 2. 

Infant mortality rata 



(per thousand live births)... 

44.2 

30.4 

Life expectancy (years) 

68.1 

70.9 

Holes: 1 — G2 figure. 



* = Vo of population under 15 or over 85. 


( Sources: IMF, World Bank, Economist Intelligence Unit. ) 


per cent of GDP at its worst in 
mld-1989. 

It also made it imperative 
that the budget deficit was 
kept in check. The government 
has managed to do this by rais- 
ing tax revenues, mainly 
through the imposition of an 
effective value added tax. and 
abolishing subsidies to public 
sector enterprises. The govern- 
ment shrank its overall budget 
deficit including privatisation 


whose team came with him 
from the economic research 
group he founded, Fundadon 
Mediterranea, admits that 
there is still much to do. 

According to Mr Juan TJach. 
planning secretary in the econ- 
omy ministry, the following 
are among the priorities: 
■Completing Argentina's dra- 
matic privatisation programme 
(see separate article), which 
will remove $700m annually or 
1/2 percentage point of GDP 
from the budget deficit 
■ Concluding Argentina’s deal 
with foreign bank creditors. 
The government’s aim is to 
complete the exchange of con- 
cessional bonds for loans by 
November or December this 
year. While the Brady agree- 
ment has been criticised inter- 
nally far bring too generous to 
the banks - interest payments 
to commercial banks will 
roughly double to about $i3Qm 


perhaps to $150 a month, but to 
make .sure everybody gets this 
amount. 

The private pensions, to 
which everyone under 45 
would pay ID per cent of sal- 
ary, are also seen as playing an 
important role in the develop- 
ment of the capital markets, as 
they have in Chile. 
■Reforming toe labour laws. 
These help contribute to high 
labour costs in Argentina. 
Reform has several facets, one 
of the most important of which 
is the law on social medicine. 
This obliges trade unions to 
provide medical treatment for 
members. While the system 
gives access to medical cover- 
age to a large sector of the 
population, it is seen as costly 
and inefficient. 

The idea is for the state to 
provide a basic health service, 
bnt allow people to opt for pri- 
vate medical care, which toe 


Argentina has a higher proportion of old people 
than any Latin American country apart from 
Uruguay: Its monthly state pension bill Is 7 per 
cent of GDP, compared with 1 per cent In Mexico 


receipts, to 0.6 per cent of GDP 
last year, and a small surplus 
is promised for toe next two 
years. 

A central part of toe pro- 
gramme has teen the privatisa- 
tion of toe loss-making public 
enterprises. This was envis- 
aged in a state reform act 
which passed Into law in 1989 
and predated Mr Cavallo. 

The Menem administration 
also moved quickly to bring 
down tariffs and abolish 
almost all quotas on imports, 
turning Argentina very rapidly 
from one of the most protected 
economies on earth to one of 


the most open. Late last year, 
the reforms were supple- 
mented by decrees abolishing 
large swathes of the regulation 
which has hobbled private 
enterprise. 

However. 60 years of state 
controls have produced a per- 
verse economic system that 
will take more than a year to 
di sm antle. Mr Cavallo, most of 


monthly - the country will stop 
building up Interest arrears to 
the banks. The deal is likely to 
improve the country's access 
to foreign capital markets. 

■ Winning congressional 
approval for reform of the 
social security system, an 
important contributor to toe 
fiscal deficit The aim will be to 
move towards a mixed system, . 
allowing the creation of private 
pension funds It would also put 
the state sector on a sounder 
financial footing. 

Arg entina M a higher pro- 
portion of old people than 
other Latin American coun- 
tries (apart from Uruguay): as 
a result Its state pension bill 
has been high. Argentina’s 
monthly pension bQZ is about 
3800m, 7 per cent of GDP, com- . 
pared with toe l per cent spent 
by Mexico. 

While Argentina's pension 
system is in balance on a cash 
basis, old people do not get toe 
pensions they are promised by 
the state. This builds up every 
month a notional deficit with 
pensioners. The ministry 
wants to lower the entitlement. 


unions could compete to pro- 
vide. The ministry is also seek- 
ing to tackle toe tews of collec- 
tive bargaining to allow for a 
much more decentralised sys- 
tem of wage bargaining. Fur- 
ther tax reform would reduce 
taxes on labour, which 
increase labour costs by up to 
50 per cent 

■ More changes in the regula- 
tory system. The government 
will seek further deregulation, 
for example, by inducing 
Argentina's 24 provinces to 
deregulate in areas where they 
have jurisdiction such as in toe 
setting of professional fees, to 
other areas, where natural 
monopolies are bring priva- 
tised, the state will seek to 
establish effective regulatory 


The efforts by toe ministry 
to establish an overall budget 
for the government, divided 
into ministries is also impor- 
tant. In January. Mr cavallo 
delivered to Congress and 
secured passage of the first 
budget rince 1953. 

For some time to come if the 
government manages to pre- 


serve relatively low I nfl a ti on, • 
Mr Cavallo 's programme' ? 
should retain his popularity. , 
However, low inflation wffinot 
secure eternal gratitude from 
Argentine voters. There will v. 
probably emerge in time dtoeafe- 
isfection about the ability of ; >- 
toe state to provide' the social * 
goods such as health and edu- 
cation which fall Into Its mncbi 
reduced remit 

to the longer term, growth !* \ 
the key to Argentina’s remafo- 
ing in toe virtuous economic 
circle. Given the flnaftcUl 
strattjadret that Mr Cavallo ir 
constructing around die public 
sector, the key to the long-term 
success of the {kogramme has 
to be private sector invest- 
ment. This Is why Mr Cavallo 
has placed a high priority on 
normalising relations with for- 
eign creditors and. why he 
wants to abolish the rules that 
inflate Argentine labour costs. 

Private investment wiU 
depend on the world bring con- 
vinced that Argentina is a . 
place where investment can be 
made under fixed and transpar- 
ent rules: something which 
cannot be said yet to have been 
achieved, to part because of a 
lade of trust in the judicial sys- 
tem. 

Such investment is also sen- 
sitive to economic confidence 
which can be upset For tire 
moment, the fixed exchange 
rate regime has given Argen- 
tines confidence to bring their 
money home; But a clumsy 
adjustment of that regime 
could damage confidence 
badly. It seems almost certain - 
despite average monthly con- 
sumer price inflation of around 
2 per cent in the first four 
months of tire year - that Mr 
Cavallo can maintain the fixed 
rate for 1992. 

The picture varies, but many 
manufacturers say that the 
combination of tariff reduc- 
tions and the relatively strong 
peso has left the cost of 
imports little changed. The 
government emphasises too 
that wholesale price rises are 
ru nnin g at much lower levels 
than retail •mfiatinn . an aver- 
age 0.6 per cent monthly in the 
first quarter. 

However, if rises in retail 
prices lead to upward pressure 
on wages, then toe competitive 
position of Argentine exporters 
wifi be damaged. This wfll in 
turn increase the pressure for 
a de valuation of the exchange 
rate. The government in the 
meantime is hoping that dere- 
gulation can shake up the ser- 
vices and oligopolistic retail 
sector, to put downward pres- 
sure on retail prices. Mean- 
while, the inflows of capital 
represent a two-edged sword to 
the Infla ti o n fight: they waint 
it easier to continue the ‘ 
e x c hange rate regime but also 
cause an expansion in toe 
money supply which puts 
upward pressure on prices. 

Most damaging to confidence 
in the short term would proba- 
bly be the disappearance from ~ 
office of Mr Cavallo. He and 
President Menem are widely 
reported to have differences, 
***** nw <* each 
otner. The economy minister 
suggestions he has ever 
J^eatened to resign, and says 
Jat any fears that he and the 
president would part company 
m ^damaging way "underwti- . 
mates me and underestimates 
President Menem." 

JS? °*vallo is widely consid- 
ered to need another 18 months 
?« 2 E 2 lete ^ Programme. 

jktotfcer worry Is that Mr 
a assumed wish to stay 

SJ-SS? 1 * te ™ (impossible 
“der the present constitution) 
may Involve 1dm and the Con*. 

Sd?»,i n nS miecessM y 

^ fear ia twofold: 

certain parts of toe eco- 
mSi* P / og S innie to secure 
HJ5* for W* redaction and 
toe constitutional changes 
saddle the government 
with unnecessary restrictions 
freedom of manoeuvre. 
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ARGENTINA 3 


•PRESIDENT Caries Menem 
flas made a deJibecate eflOTt tD 
,taag sy orni .Argsatioa's eco- 
-ttOiaiCfatarew&fa.aofar. hfT i^- 
-ficSaf -results. Ha is adto pnd^ 
ln&;;wer a poJltleal change 
whicii fe oftm less deUbenrie 
- effects cf which ace 

. tdgrifira mtlv mm TiTH w i uV n ' 

: :- Some aspects of ehfa dsnge 
■■ are linked to the n aw p tinrrrtog 
cf tijfi g6¥BMna^8 ecopmcle 
■ raesrm prog raiBrnp; some to 

. EresWait. Menem’s «wt*wn^ cf 
govenupect; others . to a 


geetttiat the g o ntom eoifs toy 
.nomic j»llcy Is wrong loohs 
ffice an atgeosest for hyperin- 
fla tjpp. • 


ptma bases: the mUHtary* the 

tmdn fflivnvi <nii|. H\a 

“Menem has atomised the 
ftrafflttajia ctapwations-of the 
state,” says one western dfcdo- 
mat in Buenos Aires, “hut a 
deer.; picture of what will 
replace them has yet to 

enierga."'- ’ • ■ ■_ ' — 

- Although a Peronist, Mr 
Menem la from .the poor state - 
of La Rioja and tfans an out 
sider at the centra of power. 
This iix itself is a challenge to 
traditional Argentine politics. 
Moreover, his economic paHcy 
has made the dd divisions of 
political parties less meaning- 

foL 

While his use of pgfarmag g 

wwwnt that Htowpt within 

his own party is practically 
non-existent, the success of 
economic reform has made it 
difficult Era: the main opposi- 
tion Radical Party to argoe for 

a coherent alternative. To sug- 


weakeued the trqde Tsc 

common with their counter- 
parts in many other countries 
across Latin America and is 
the industrialised world, trade 
tmkhzs have- lost power. They 
will lose more as reform con- 
tinues. " 

Privatisation and bureau 
cnttic reform have already 
meant a laxgoacde reduction 
t& the workforce in the highly-, 
unionised public sector, a pro- 
cess that win continue owr the 
next year. The government is 
also seeking to weaken cajtral- 
ised cdtectxve bargaining and 
to reform the corrupt system 
under which unions provide 
medical services to un 

While some industrialists 
argue that the unions they face 
are still powerful, others say 
that they see evidence of 
i n c reasing flexibility on the 
sbopfloor which is hffiphig to 
undermine the traditional 
trade union leadership. 

The irhmrh remains a rela- 
tively popular institution, but 
it too has appeared divided in 
foe face of foe economic pro- 
gramme. 

. Meanwhile, the military - 
especially the army - still lan- 
guishes under foe humiliation 
of its defeat in the South Atlan- 
tic war 10 years ago. Its caps- 


Stephen Fidler on the impact of a period of political change 

Power shifts to outsider 


b&By las also been reduced by 
a lack of spending: modi Mg 


turn while salaries -are so low 
that many military personnel 
have a second job. 

While comparisons with 
Venezuela might suggest a 
dangerously unstable military, 
the Hkeilhood of a coup in 
Argentina Is now considered 


remote, particularly since the 
civilian government offers the 
prospect of economic staMHty. 

Furthermore, because of the 
new slant in Argentine foreign 
policy, the armed forces, or at 
least parts of it, can begin to 
develop a more professional 
rule. This was wrampUflfid by 
the decision to send two war- 
ships to the Gulf as part erf the 


US-led coalition against Iraq, 
and a contingent of 800 men 
being sent as port of a Drifted 
Nations peacekeeping forte to 
Yugoslavia. 

Economic reform has also 
thrown into relief some of the 
shortcomings of Argentine 
political institutions. Privatisa- 
tion, done properly, and the 
new discipli ne imposed on the 


central bank should reduce the 
opportunity for large-scale cor- 
ruption. But corruption win be 
harder to root out on a smaller 
scale: in the police, la the 
courts and among the 
is central and provincial gov- 
ernments with whom Argen- 
tines still have to deal os A 
dally baas. 

A weak legal system is often 



Domingo Cavalto, th* economy minister 


Carlos Msnam: a chaltenga to tradfttonal politics 


cited as an obstacle to foreign 
investment which is an impor- 
tant part of the government's 
tong-term economic policy. 

The system suffers from a 
lade of finance, which encour- 
ages corruption among some 
Judges. It is almost entirely 
based on w ri tte n presentation, 
severely delaying legal process. 
(In September, in Important 
experiment will start with oral 
public hearings). Mr Menem 
has also called into question 
the independent# cf the judi- 
ciary from the executive by 
packing of the Supreme Court 
in 1988. 

Judicial reform is one possi- 
ble aspect of the constitutional 
reform now being widely dis- 
cussed in Buenos Aires. How- 
ever. cynics say that Mr 
Menem' s Interest In the subject 
may be mainly a result of bis 
wish to stand again as presi- 
dent when his term ends in 
1995. He is currently barred 
from doing this under the con- 
stitution. 

Mr Menem denies thla , how- 
ever. “This is not a Peronist 
project or a project of Carlos 
Menem.” he said. “It's an old 
project that was begun by the 
Radical party", which held the 
presidency before Mr Menem 
took power. 

At the moment, there seem 
few obvious rivals to Mr 
Menem, except for Mr Domingo 
Cavafto, his economy minister. 

The opposition Radical Party 


is divided into three groups, 
one of which supports the for- 
mer president Mr Raul Alton 
sin, who is seen as unlikely to 
re-emerge as a political force. 
The more "modem’ incarna- 
tions of the Radical Party are 
led by Mr Fernando de la Kua, 
now running for election as 
senator for the Federal District 
of Buenos Aires, and Mr 
Eduardo Angeloz, governor of 
Cordoba province. 

Both are seen as relatively 
reliable but neither has yet to 
carve out a strong image as a 
potential president 

Whoever is the next presi- 
dent, Argentina's opening up 
to the outside world should 
help to provide incentives 
against reversing reform. For 
example, any veering away 
from financial orthodoxy is 
likely to be punished by the 
international financial mar- 
kets. Meanwhile, privatisation 
and other economic reforms 
should make it more difficult 
to defraud the state through 
the corruption that became 

ende m ic in the I96(h. 

Nonetheless, Argentina 
needs time to complete its 
institutional reform and that 
time can only be bought 
through continuing stability in 
the economy. That, for now, 
depends heavily on a powerful 
president, whose political 
instincts are acute but essen- 
tially populist, and on a cuuple 
of bis ministers. 


PRESIDENT Carlos Menem’s 
love of the-, grand gesture 
makes him. on occasions, a 
diplomats Tii phhw a r e. 

The examples are legion. 
Bathe: than downgrade subtly 
the, quality of the Argentine 
delegation to the Non-Aligned 
Movement, .as- a diplomat 
might have advised; he pulls 
Argentina oat' with a grand 
fanfare. Rather than wait fin 
an invitation to visit Britain, 
which- would certainly have 
been fnT fh cmnfrn g hi thy, he 
announces, through- . the 
medium of the FT, a plan to 
pay a visit to the UK in 1992, 
an election year and the 10th 
anniversary of the FaEdands 
war. Clho visit seems likely to 
take place in 2983L) 

In contrast to the awkward 
reaction of most Latin Ameri- 
can' governments to the rrajs 
in the Gni& Mr Menem- sends 
two warships to support the 
OS-led coalition. Be also fol- 
lowed, the hard US line on 
Cuba, breaking ranks with the 
rest of Latin America. 

Mr Menem is. telling the. 
.world that Argentina., is; a 


changed country; that the 60 

years of Isolationism which 
marked Argentina's foreign 
policy is over . Be is mMin to 

hiiry Ar ywifiria’g \^ nif^finr^ gg 

an unreliable player on the 
world's iH plMnut fe stage. 

Mr Fernando PetreUa, dep- 
uty foreign minister, argues 
that "Argentina’s internal 
its international policies are a 
nutty*. In other words, a demo- 
cratic, open econo my requires 
a different foreign policy from 
a dosed economy nm by a dic- 
tator. The wide-ranging mani- 

Doubts remain about tin 
government's ability to 
force the military to 
comply with agreements 

testations of this policy 
include: 

■Alignments: Argentina has 
aligned itself more closely to 
the west This was initially 
seen as a pro-Washington tfit 
to policy, an inte r preta tion dis- 
liked In both Washington and 
Buenos Aires. More recently. 


FOREIGN POLICY 


Coming in from the cold 


there has been emphasis on 
relations with Europe, which 
accounts fra: nearly 40 per cent 
of external trade compared 
with 15 per cent in the US. 
Family ties with Europe are 
strong - more than lxn Argen- 
tines are also dtiaens of EC 
countries. 

■ International agreements; 
Argentina has professed an 
intention to comply with a 
wide range of these that it had 
previously refused to sign, hi 
April President Menem signed 
a decree placing strict controls 
an the export af sensitive mate- 
rials. The government has 
signed agreements with Brazil 
on nuclear inspection, and 
with Brazil and Chile on ban- 
ning nuclear, biological and 

chgnijrail WBa ponfi. tHw nnnWr 

safeguards laid down by the 
JDateniational Atomic Energy 


Agency ha Vienna have been 
adopted. The government has 
made a commitment to the US 
to abandon the Condor missile 
project, expressed a desire to 
join the Missile Technology 
Control Regime and committed 
itself to nuclear non-prolifera- 
tion and the Tlatelolco treaty 
which banks nuclear weapons 
in Latin America. It has also 
signed treaties on international 
investment protection. 

Despite all this, many of 
these commitments have yet to 
be ratified by the Argentine 
Congress. Furthermore, there 
will remain some doubts about 
the ability of the government 
to force compliance on the mil- 
itary of some of these agree- 
ments. 

Nonetheless, the reaction 
from Washington has been pos- 
itive. The US has said that 


some 20 Skyhawk jets are 
available to the Argentine air 
force, the first indication of US 
willingness to combat aircraft 
to Argentina since the Falk- 
fonds War. 

■Relations with neighbouring 
countries: Argentina has eased 
historically tense relations 
with Brazil and Chile. This has 
a strong economic motive. The 
government is intent on eco- 
nomic integration with Brazil, 
the key to which Is Mercosur, a 
customs union of the two econ- 
omies with Uruguay and Para- 
guay. That la scheduled to 
begin in 1995, though its imple- 
mentation may be delayed. 

The hope is that Chile will 
join the group once Brazil's 
economic problems abate. But 
there is little doubt that the 
excitement in Argentina over 
integration with Brazil is not 


matched in Brazil. There are 
also some worries that Merco- 
sur may restrict Argentina’s 
ability to act unilaterally over 
trade matters, for example, in 
discussing a free trade agree- 
ment with the US. 

However, given the openness 
of the Argentine and the Chil- 
ean economies, and the grow- 
ing outward orientation of Bra- 
zil, further economic 
integration appears Inevitable 
with or without agreements 
among governments. Compa- 
nies from the three countries 
are already discussing mergers 
and joint venture agreements, 
and Chilean companies have 
already been buyers (of two 
power stations) in the Argen- 
tine privatisation programme. 
■ Relations with the UK: 
Argentina restored diplomatic 
relations with Britain in July 


1990. These had been broken 
with the invasion of the Falk- 
land Islands 10 years ago. That 
was also the key to improving 
relations with the European 
Community. 

With the issue of sovereignty 
under a so-called umbrella - 
meaning both sides retain their 
claim to sovereignty - fairly 
cordial discussions between 
London and Buenos Aires have 
moved on the practical 
issues of Ashing rights and avi- 
ation. There has been less 
progress on the more difficult 

The only risk to the 
Falkland Islanders Is the 
small one of an attack 
by some maverick force 

Issue of oil exploration rights. 

Mr Guido di Telia, the Argen- 
tine foreign minister, haa also 
said that the desires of the 
islanders will be taken into 
account in a settlement, a 
statement viewed as construc- 
tive in London. 

While Britain retains a garri- 


son of 2,000 men on the Islands 
that the Argentines know as 
the Malvinas, Argentina mint 
be considered now neither to 
have the intent nor the mili- 
tary capability to Invade. Thus 
the only risk tn the 2,100 
Islanders is the small one of an 
attack by some maverick force. 

The Argentines have nut 
given up on their claim to the 
islands, however, and the war 
remains a traumatic experi- 
ence over which they still 
agonise. Since then: is little 
chance of the British parlia- 
ment cutting a deal over sover- 
eignty over the heads of the 
islanders, the Argentine gov- 
ernment appears to have 
embarked on a longer-term 
strategy of reducing the island- 
ers' fear of things Argentine. 

If this Is so, policy towards 
the Falkland^ fits neatly with 
the rest of Argentine foreign 
policy: to convince the world 
that Argentina is now a demo- 
cratic, stable and reliable mem- 
ber of the community of 
nations. 

Stephan Fidler 
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.. A unique opportunity to do immediate business in the newly 
liberalised and rapidly expanding Argentine market 

Organised under the patronage of the British Embassy in Buenos Aires and now officially recognised as being of 
'municipal interest* by the Municipality of Buenos Aires, this major trade promotion event, scheduled to be opened by 
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contracts. 

Sfrnultaneousiy. the venue also offers numerous "high profile" promotional opportunities for British firms seeking to 
explore treefing; joint-venture and other export opportunities in this exciting market. 

Significant numbers of British participants have already registered, orders for goods are beginning to be placed, with 
an initial consigrroent already despatched. This early positive response has now encouraged Argentine importers to 
detail additional specific enquiries for British goods, which the organisers are now processing and forwarding to 
participating companies. 

The whole event win benefit from a major advertising and promotions campaign in Buenos Aires, supported by 
cultural, sporting and social events which themselves offer unique sponsorship and promotional opportunities. It is 
fully supported by a range of marketing advisory services as weR as consolidated shipping - organised by AHport 
Freight Ltd - and low cost travel packages - organised by American Express Travel Services. 
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WE’RE NOT 
JUST AIDING 
ARGENTINA’S 
ECONOMIC 
RECOVERY, 
WE’RE 
INVESTING 
IN IT. 


Whichever way yon look at it, we’re a primary and active force in Argentina. 

• We are shareholder in Banco Roberts - the top Latin American Equities 
Bookrunner in 1992 to date and we are a sponsor of the largest privatisation fund in 
Argentina - APDTG. 

• We were an international soliciting agent for the Global Equity offerings for 
Telefonica de Argentina and Telecom Argentina. 

• We are active in trade finance and asset trading and in an advisory 
capacity we are a world leader in international mergers and acquisitions 
with extensive experience in privatisations. 

For more information, call us in London on 071-260 0216 or in Buenos 

Aires on 1-343 7192. 

Midland Montagu 

10 LOWER THAMES STREET, LONDON EC3R 6AE. 

MIDLAND MONTAGU IS THE INTERNATIONAL AND INVESTMENT RANKING ARM OP MIDLAND GROUP. 

MIDLAND BANK pk> IS A MEMBER OP IMRO AND TUB SECURITIES AND FUTURES AUTHORITY. 
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ARGENTINA 4 


FARMING once made 
Argentina rich, but like other 
areas of the economy, it has 
suffered a debilitating cycle of 
underinvestment, protection- 
ism, and Inefficiency. 

Agriculture remains, never- 
theless, the bedrock of the 
economy and is benefiting 
from stability. Demand is 
growing, prices are rising and 
profitability is improving. The 
next crucial step is for fanners 
to Increase investment. The 

collapsing transport infrastruc- 
ture must also be overhauled 
and marketing channels 
revamped. 

Traders, farmers and govern- 
ment officials have also real- 
ised that the key to Future 
prosperity lies in adding value 
to the grains and beet that 
Argentina's fertile pampas pro- 
duce at very low prices, rather 
than exporting them to pro- 
cessing plants in Europe or 
North America. 

Instead of exporting soya- 
beans, Argentina should export 
more cooking oils. Instead of 
exporting beef carcases it 
should sell more cooked beef 
products. This trend is being 
reinforced by the US and Euro- 
pean farm subsidies that have 
driven world commodity prices 
down. Grain prices plummeted 
in the late 1980s and are only 
now beginning to recover. 

Grain output and prices 
touched bottom in 1987, when 
exports collapsed to 10m 
tonnes from 22m tonnes in 1985 
and export revenues fell by 
two-thirds to 81bn. In 1991. 
grain exports rose to 15. 7m 
tonnes, worth $2.05bn. 

Exports of oilseeds have 
performed better, rising 
steadily since the early 1980s. . 
Exports roughly doubled from 
650.000 tonnes in 1981 to L4m 
tonnes last year. In value 
terms, shipments were worth 
touching $284m in 1981, rising 
to 8773m in 1991. Exports of 
subproducts of soyabeans and 
sunflower seeds have risen 
from S329m a decade ago to 
$L13bn in 1991. 

Mr Jorge Ingaramo, assistant 
agriculture secretary, points to 
the main problem: ‘'Agricul- 
ture uses land as an input too 
much and (kies not use enough 
of the modem factors of pro- 
duction - qualified labour, 
technology, capital, services, 
that would add more value to 









The Estanda Harbarton, Tlerra dal Fuego and (r) the Mercado NadonaJ, Buenos Aires, where 70% of the country’s beef is sold 

AGRICULTURE: future prosperity depends on adding value 

Pampered by the pampas 


basic products." He says that 
while it would be difficult to 
double the size of the wheat 
crop. It would be feasible sub- 
stantially to increase its value 
in four or five years. 

At present, only one-quarter 
of Argentina’s $8bn-worth of 
agricultural exports are pro- 
cessed in the form of cattle 
feed or oilseeds. And since 
Argentina's output is marginal 
to the world market, it could 
double its value-added exports 
without depressing world 
prices. 

Raising the capital compo- 
nent of farm produce will, of 
course, take time and require 
heavy investment. Farmers' 
profits are growing as strong 
demand pushes up prices. The 
government says they have 
already begun replacing worn 
out equipment it reports trac- 
tor sales up by 230 per cent in 
the first quarter, compared 
with the same period of 199L 
Nonetheless, farmers still com- 
plain that real interest rates of 


about 20 per cent a year dis- 
courage major investments. 

Mr Luis Maria Flynn, presi- 
dent of the Argentine subsid- 
iary of CargOl, the US grain 
trader, points out that there is 
still a long way to go. "Maybe 
only one-third of farmers are 
using modem technologies.” 
Wider use of modern tech- 
niques could easily raise 
annual grain output by 25 per 
cent in five years to 50m 
tonnes, he argues. 

The challenge, then, is how 
to encourage the other two 
thirds of fanners to use more 
advanced equipment Although 
farmers understand that there 
is no point in lobbying the gov- 
ernment for subsidised loans 
or grants, there is still a lot the 
public sector can do to help. 
Mr Ingaramo admits that the 
government must provide bet- 
ter rural extension services, 
better sanitary controls, and 
develop marketing services, 
such as a country brand. 

Farmers also need to become 


less tradition-bound and to be 
more business-like, examining 
their costs carefully. They are 
already beginning to use finan- 
cial instruments like futures 
hedging to avoid price fluctua- 
tions. 

Even though the pampas, the 
most fertile tract of land in the 
world, provide Argentina with 
an awesome competitive edge, 
protection from outside compe- 
tition over the past 60 years 
has atrophied agriculture. 
Argentina never bothered to 
develop premium products 
such as fine cheeses or exotic 
fruits. 

Because Argentina was a 
closed market, the consumer 
could buy only produce that 
was available locally. For the 
same reason, Argentina failed 
to develop new export markets 
in fresh produce, exotic fruit or 
in wines, as Chile did during 
the 1980s. 

Mr Osvaldo Sarachu, an 
economist at Coninagro the 
farm cooperative organisation. 


points to the dil emma: “The 
farmer wants to maVa the con- 
sumer buy what he sells and 
not sell what the consumer 
wants. Yet when new products 
arrive, they sell welL The prob- 
lem is the retail system, which 
IS inefficient and Was big mar - 
gins that are not shared with 
the farmer." 

Argentina’s atrocious trans- 
port infrastructure adds 
heavily to formers' costs. Mr 
Flynn reckons that costly and 
inefficient ports alone have 
lost farmers SlOOm over the 
last five years in extra costs. 
Buenos Aires is rep ute d to be 
the world’s most expensive 
port 

Public services, such as 
ports, railways and toll roads, 
are being transferred to the 
private sector this year. They 
should lower costs and 
Improve efficiency dramatic- 
ally, although exporters com- 
plain that the companies tak- 
ing over port facilities are 
being allowed to set prices arti- 


DECENTRALISATION 


Provincial burdens 


ARGENTINA IS a country with 
a small population that is 
crammed into one comer of its 
huge territory. The province of 
Buenos Aires, where over one- 
third of the 32m population 
lives, casts a long shadow over 
the other 23 provinces. 

Its stranglehold may be 
weakening now that the key 
posts in the federal govern- 
ment are held by outsiders. 
President Carlos Menem is 
from tiie province of La Rioja 
in the west, and Mr Domingo 
Cavallo, the economy minister, 
is from Cordoba In the centre. 

The government is trying to 
make Argentina a truly federal 
state, probably for the first 
time ever, through a big decen- 
tralisation programme. When 
the process is completed next 


year, Buenos Aires will only be 
responsible for defence, federal 
justice, trade and economic 
policy, , tax collection, foreign 
relations and some educational 
services. 

By law, 56 per cent of most 
taxes raised by the national 
government are transferred to 
the provinces. Local revenues 
are increasing dramatically 
with the rise in tax collection. 
Transfers are forecast at 
gl2Abn this year, 26 per cent 
more than in 1991. Transfers 
should rise to $15.1bn next 
year. Oil-producing regions’ 
revenues are growing foster 
still, since they charge royal- 
ties on production. 

Nonetheless, the provinces’ 
atrocious finances are a perma- 
nent threat to economic stabil- 


ity, and the federal govern- 
ment is trying as bard as it can 
to force them to adjust Only a 
few have advanced very far in 
reorganising themselves. Far 
too many regions have a 
bloated, inefficient government 
sector, burdened with over-reg- 
ulation imti corruption. 

Mr Cavallo has ended the 
provinces’ virtually automatic 
central bank funding, and the 
World Bank and Inter-Ameri- 
can Development Bank have 
made reform a condition for 
releasing J600m-worth of loans 
earmarked for local govern- 
ment 

Provincial governors may 
complain of bullying, but in 
the end they have little choice 
but to comply. Some provinces, 
like Cdrdoba and La Pampa in 


Ushuala, Tlerra del Fuego - the southernmost city in the world 


the agricultural heartland, are 
reasonably well administered. 
Cdrdoba is perhaps the only 
province to have fostered a 
flourishing enterprise culture. 

Others, such as La Rioja - 
which Mr Menem governed 
until he became president in 
1989 - are a disgrace. Last 
year, one in 10 of La Rioja’s 
population of 221,000 worked 


Whatever your business, 
flying to Argentina is our business, 



With two direct flights every week from 
Heathrow to Buenos Aires and connections 
via our European destinations on all the other 
days. Aero line as Argentlnas is the natural 
choice for the daily link to Argentina. 

Economy Class passengers will enjoy Boeing 
747 comfort and the attentive service of the 
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cabin crew, whilst First Class and Executive 
Class passengers can relax with those little 
extra luxuries you'd expect. 

Discover Aerolineas Argent inas and arrive in 
Buenos Aires refreshed and ready for business 
or pleasure. 


for the government and wages 
consumed 65 per cent of spend- 
ing. Like same other provinces, 
it used to cover its budget defi- 
cit by printing provincial 
money. Last year it raised a 
mere 5 per cent of spending 
from local taxes; the rest came 
from central government trans- 
fers. 

The provinces must change 
their political systems. Many 
are run by political dans that 
have clung to power for 
decades through a blend of 
patronage, corruption and bru- 
tality. Some ruling families 
lost power in last year’s guber- 
natorial elections. Those that 
remain are finding that their 
old tactic of extorting federal 
aid in exchange for support in 
Congress is becoming less 
effective. 

Mr Cavallo believes that vot- 
ers will demand more efficient 
local government. However, 
there is an obvious risk that 
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fiddly high. 

Growing Integration with 
Brazil will open a huge new 
consumer market for processed 
beef, dairy, poultry, fruit and 
vegetable products. The bigger 
market would enable Argen- 
tines to exploit economies of 
scale they lack at present, 
allowing them to became more 
fffitrumt. Agricultural special- 
ists see conquest of a signifi- 
cant of the Brazilian mar- 
ket as a first step to 
penetrating European Commu- 
nity, North American and Jap- 
anese markets. 

The shift from basic form 
products to more sophisticated 
ones will require a drastic 
shake-out The government 
reckons that there are 200,000 
family forms that are no longer 
viable units. They will be 
bought out by larger, more 
capital-intensive formers. 

Inevitably, farmers have 
major doubts. Their misgivings 
are rimflar to those of industri- 
alists. The key question is con- 
fidence: is it worth investing, 
especially if a former cannot be 
certain Argentina's inflation, 
exchange rate and cost struc- 
tures will not get out of hand? 

Labour is a major agricul- 
tural input, but wages have 
risen dramatically. On average 
they have doubled to $450 a 
month in just one year. In 
some cases, wages have risen 
more than fourfold, wiping out 
profits. 

Farming requires long lead 
times. It takes six months to 
grow cereals and three years to 
produce a steer ready for 
slaughter. Fanners fear that if 
they begin investing now to 
meet rising consumer demand, 
the boom may end just as their 
investment is ready to hit the 
market. 

Mr Sarachu also points to 
the dang er of social disequilib- 
rium as small farms are 
absorbed by larger ones and 
their forms owners are either 
driven into urban slums or 
retained as low wage labour- 
ers. This would be aR the more 
worrying if investment does 
not take place. He wares this 
would create wealth concentra- 
tion in a context of stagnation. 
"High investment costs are 
preventing diversification or 
expansion of output” 

John Barham 


increasing tax revenues will 
strengthen the power of local 
strongmen and allow them to 
stave off ec onomi c adjustment 

The provinces could make 
greater efforts to develop 
untapped resources. For 
instance, the western Andean 
provinces have done nothing to 
encourage mining, and those 
on the Atlantic seaboard could 
easily develop fishing indus- 
tries. 

Some analysts wonder if cer- 
tain provinces are viable 
administrative units. Some 
cover huge areas with small 
populations. Others are rela- 
tively populous but have small 
economies. The burden of pro- 
viding provincial and munici- 
pal levels of government may 
be too much for them, making 
some form of regional adminis- 
tration or amalgamation neces- 
sary in the future. 

John Barham 
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MENEM AND CAVALLO 

A relationship 
built on 
mutual need 


IT IS a marriage made In helL 
President Carlos Menem and 
bis Mr Domingo Cavallo, hie 
economy minister could never 
snr vtv e for long without each 
other. Equally, their relation- 
ship Is racked with fear, jeal- 
ousy and suspicion. little won- 
der then that they are 
regularly said to be <m the 
verge of splitting up. 

Altbough they have wrought 
one of the world's least likely 
economic miracles, their 
stormy relationship is also a 
permanent source of uncer- 
tainty. Hie edgy business com- 
munity would be deeply 
unhappy if Mr Cavallo left, 
believing that the Impetus of 
r e form would suffer with his 
resignation. 

However, Mr Cavallo, 46, 
warns: “Do not underestimate 
Menem and me. We have dem- 

A glutton for work, 
Cavallo rouses his aides 
at dead of night to 
discuss policy 

onstrated that, even when 
nobody abroad believed ns, we 

continued In the direction we 
deri ded on.” 

The two mm could hardly 
be more different. Mr Menem, 
61, is a typical Latin American 
politician - a charismatic 
populist with firm grip on all 
the reins of political power, 
but only a limited grasp of the 
Intricacies of diplomacy and 
economic policy. 

Mr Cavallo is a technocrat 
rather than a politician. He 
took an economics doctorate at 
Harvard and has a clear 
understanding of how the 
worlds of high finance and 
International relations work. 
He is also a glutton, for work 
and Is notorious for rousing 
Ids aides in the dead of night 
to discuss policy. 

Mr Mpngm is said to be eas- 
ily bored or Irritated by Mr 
Cavallo’s laborious efforts to 
explain recondite economic 
theory. While Mr Menem may 
have established the broad 
political and. economic strat- 
egy, he is only too happy to 
leave execution in the safe 
hands of Mr Cavallo. - 
Others say Mr Menem feds 
fr us tra t ed in his relationship 
with Mr Cavallo and is given 
to taunting and humiliating 
his minister - a claim Mr 
Cavallo obviously denies. He 
does say Mr Menem’s occa- 
sional bursts of anger subside 
quickly when a decision is 
shown to be in line with gov- 
ernment policy. Still, the punc- 
tilious am* unrelenti ng minis- 
ter contrasts sharply with the 
president's lighthearted and 
toss intense personality. 

life Menem’s jealousy seems 
to be worsening as his minis- 
ter goes from success to suc- 
cess. Mr Menem said in an 
interview that Mr Cavallo 
“will continue in his job as 
long as he follows the direc- 
tives of the president. Minis- 
ters must know they are like 
fuses - they are tire ones that 
get worn out. The one who 
does not go Is the president* 
Mr Menem added: “There 
are two forces: the force of his 
capacity, talent, honesty. And 
there is political force, which 
is more Important, which the 
president gives Mm/ 

Mr Cavallo wnd«whmds Mr 
Menem’s j ea lousi es and makes 
every effort to pass off his 
achievements as those of Mr 
Menem. He does recognise that 
his success depends strongly 


on Mr Menem’s political back- 
ing. “To carry out change H*® 
this requires pow* ™ 
power is essentially a political 
question,” Mr Cavallo SftJS- 

Despite his claim to be an 
apolitical technocrat, Mr 
Ca v allo is said to have engi- 
neered the foil of several of his 
cabinet colleagues and some of 
the more unsavoury members 
of the president's personal 
entourage- Mr Cavallo is sus- 
pected of leaking some of the 
corruption scandals to the 
press that have forced Mr 
Menem to purge the govern- 
ment. That is a charge Mr 
Cavallo vehemently rejects. 
Nonetheless, he Is hated by Mr 
Menem's dose friends who are 
widely suspected of corrup- 
tion. 

The two met after Mr 
Cavallo was elected to Con- 
gress as an independent in 
1987. At the time, Mr Menem 
was the governor of the impov- 
erished province of La Rioja. 
When he came to power in 
1989, he made Mr Cavallo for 
elgn minister. Mr Cavallo won 
international respect for 
renewing diplomatic links 
with Britain and mending 
fences with the international 
community. He also kept' an 
eagle eye on economic policy. 
He became economy minister 
in January 1991 after an Infla- 
tionary burst forced his prede- 
cessor to resign. * 

Politics are at Ihe heart of 
their increasingly difficult 
relationship. Opinion polls 
regularly. place Mr Cavallo for 
ahead of Mr Menem, and his 
policies are credited with win- 
ning last year’s mid term dec- . 
tions. He is therefore an obvi- > 

Opinion polls regularly 
place the eco Horny 

minister far ahead of 
Presid ent M enem 

ous potential presidential 
ranAiAat* when Mr Menem’s 
term expires in 1995. 

But Mr Menem wants to 
reform the constitution that 
bans successive presidential . , 
terms and run for re-election. 
However, much as Mr . Cavallo 
denies presidential ambitions, 
he is generally assumed - by 
Mr Menem and by many oth- 
ers - to want to become presi- 
dent 

There is a risk that Mr 
Menem will fire Mr Cavallo or 
try to compromise his rigidly 
orthodox economic policies to 
win support for constitutional 
reform. Another big worry is ; 
that tiie horse trading of a re- 
election campaign would fuel 
corruption. Mr Cavallo and his 
team are semi as a bulwark 
against corruption. 

The general assumption is 
that Mr Cavallo will probably 
remain in office at least until 
tile end of the year. For his 
part, Mr CavaBo says he sup- 
ports and is working for re- 
election and says he hopes to 
be foreign minister in- Mr 
Menem’s second government 

John Barham 
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GIVEN THE depth of the 
e cono mic crisis which faggd 

- Argentina in 1989, soy Incam* • 
■ ing pcestdeot would have had 

to. be gin xeBnan of the state 
wroogbt by Joan Psm Bnt 
■P«*flj»only a Pfenariat, sndx 
.as^ -President Carlos Menem, 
could haue begun ta dissn&ntle 
it with such vigour. 

- .■ By th e time th* priraflsafltm- 
progrannne is complete - and 
the greater part of it ahoold ba 

cradoded this year - ente'- 
prlse & responsihle for 80 per 
cent -of the country’s gross 
'rati onal product wQi have 
. ’been fcan^erred from the gpv- ' 
e nn n e n t to the private sector. 
.The - airline and state tele- 
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been privatised. Tiey win be 

followed by gas, electricity, 
ralroads, water and sewerage 
syste ms, part of the banking 
system, steel min*,- petrochemi- 
cal plajxte and more: Even the 
stale oil company, saawsgnrt 
in o ther privatising countries 
such as Madco, Is g nfng np far 

aaIa 


PRIVATISATION 

Minimalist role 
of the state 


is ' also transferring some 
health and eHiy-qtfo n responsi- 
bilities to the provinces, cen- 
tral government wiU have a- 
minJmflHst role, Mw i m iriij g far 
less than id per cent -of eco- 
nomic activity. IT the plan is 
carried through, the state -will 
have responsibility toe jghifa 
security, de fe n ce; health, edu- 
cation and not ™™fa more. 

The gOuMiirnyy pt XU7W gfVrnitB 

that its early privatisations 
were not well managed, and 
that the companies were priva- 
tised fa*.? an under-regulated 
environment This has meant, 
for exampte, that .the buyer of 
Aerolineas Argenttnas - 
Iberia of Spain - has an effec- 
tive monopoly an domestic air 
routes since it also controls 


IF THERE IS me Issue that 
unites bankers, farmers, indus- 
trialists grwi . pnfitii-kwwi^ jt is 
the hi^x 'cost of credit High 
interest rates are discouraging 
investment at a time when 
continued expansion depends 
heavily on investment 
Mr Domingo CavaHu, the 
economy minister, and Mr 
Martin Redrado, president of 
the National Securities Com- 
mission (CNV), are both 
acutely aware of this problem 
and are woridng urgently an 
refrainin g the financial sy s tem . 

Mr CavaQo’s reforms are 
mtended to eliminate the gov- 
ernment's rate. as borrower on 
the local and International 
markets, allowing the ~private 
sector to occupy that space. 
Companies have already began 
responding, firefly fay issuing 
bands on the domestic market, 
followed by a flurry of Euro- 
bond issues in early 199L 
Interest rates have already 
fasten dramatically as inflation 
subrides, capital floods into the 
country and Argentines regain 
confidence in their currency. 
This is a significant change 
from previous adjustment pro- 
grammes, In which govern- 
ments were forced to keep 
interest rates artificially high 
to defend the exchange rate. 
Despite such action, sooner or 
later, the ctexency would slide 
as speculative inveators poured 
out of flu market. 

in March, Argentine banks 
had fUUMbzi on deposit - 
almost twice their vohinxe a 
year earlier and almost seven 


Austral, the other Argentine 


hi a country such as Argen- 
tina, a giant privatisation pro- 
gramme is a tiring 

an which to embark in haste 
So, when Mr Domingo Cavallo 
took office as economy mfnfe- 
ter at the start of last year, be 
put the privatisation pro- 
gramme. on i|niii Mr CavaUn 
recognised that in a country 
where corruption had become 

alninn* frret i tnHtmalianfl priva- 
tisation offered nn opportunity 
for corruption on a grand 
scale. A discredited privatisa- 
tion programme would risk 
credibility of the whole eco- 
nomic reform programme. 

Hfs ministry set about devel- 
oping raw procedures to make 


the bidding process more 
transparent and to work on the 
regulatory regimes into which 
the companies would be priva- 
tised. 

The concept of separating 
the functions of policy -setting 

and regulation Is not highly 
developed or widely under- 
stood in Argentina. However, 
wring wnitek mainly from the 
US and UK, the establishme nt 
of the regulatory regimes for 
gas, electricity and water is 
well-advanced. Mr Cavallo, 
seeking to get the telephone 
regulatory authority to enforce 
its regulations more aggres- 
sively, replaced the entire 
board. 

In thiq Hmft the government 
has also moved more aggres- 


Bank mergers seem likely 

Interest rates 
on way down 


times more than to March 1890. 
Just as importantly, depositor* 
are increasingly willing to 
leave their money in the bank. 
For the first time in over three 
years, deposits with maturities 
of over 80 days - Jl-fiObn - 
exceeded short-term deposits of 
£L41bn. 

Businesses have made huge 
s avi ngs as their firwinriai costs 
shrink and the risk of devalua- 
tion recedes. Interest rates on 

A significant change 
from previous 
adjustment programmes 

the interbank market have 
fallen to 8 per cent a year, com- 
pared with 17-5 per cent at the 
beginning of this year. 

Mr dutterbnek, plan- 
ning and financial manager at 
Alpargatas, a Buenos Aires 
textile company, says: “Our 
financial costs were 25 per cent 
a year in i$9L Now they are 
10-11 per cent a year. You can 
add this as profit to your bot- 
tom hne." 

Companies have also been 
Able to raise money on the 


local and international capital 
markets with increasing ease 
and banks have been able to 
raise capital at ever-declining 
rates, allowing them to lower 
interest rates further. 

The government intends to 
continue reducing reserve 
requirements which now stand 
at an average of 40 per cent, 
and this will allow banks to 
reduce the spread between 
interestupaid to depositors and 
that charged to borrowers. 

Despite the d««Unmg cost of 
credit, it is still hard to find 
many Investment projects that 
ere financially rewarding. This 
is especially so for smaller 
companies* and those based 
outside greater Buenos Aires, 
which are saddled with higher 
interest charges. 

That is where further dere- 
gulation and development of 
the capital markets came in. 
The financial system is in flux 
as it adjusts operating costs to 
lower revenues: the retail sec- 
tor Is shrinking to a axe of 
seven to 10 banks. Those 
unable to compete in retail 
banking are struggling in the 
cut-throat investment banking 
market. 
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rivriy to knock companies into 
better shape before they are 
sold. They raised tariffs as soh- 
sidfes were slashed: in mid-1988 
the Income of pahlic compa- 
nies was 37 per cent lower than 
their spending. Large numbers 
of employees were also made 
redundant. According to Mr 
Juan Sanchez Aniau, assistant 
privatisation secretary, the 
total 230,000 workforce in state 
enterprises was cut by 25,000 
last year. By the end of 1992, 
the job cuts win have grown to 
55,000 - at a cost In redun- 
dancy payments of gL2bn. 

The ministry is now w»nfag 
fix bids fix two or three com- 
panies a month, under differ- 
ent procedures for each com- 
pany. Controlling stakes of 
utilities will be sold to opera- 
tors, with the government 
retaining the rest to be sold 
later on the domestic and inter- 
national eq ui t y wmi-vp+a 

Also to be privatised, 
although the timing «mri meth- 
ods of sale are less clear, are 
30-odd companies owned by the 
defence ministry. Some of 
these are wumtifantnring com- 


A few universal banks will 
operate in all sectors of the 
market Banco Rio, already the 
country's largest bank, says it 
intends to operate as a major 
retail bank, an Investment 
himlr Htrmigthpw international 
operations and set up a pan- 
sum fond. 

Eventually, many of the 
co untr y ’ s 160 banking institu- 
tions win have to merge or dis- 
appear. Many were opened dim- 
ing the 1980s, when specul- 
ation, lax regulation and fraud 
were rampant Bank failures 
cost the central bonk SlSAbn 
during the 1980s through 
liquidity loans to collapsing 
banka and deposit guarantee 
schemes. 

Bankers now say the risk of 
financial “melt-down” has 
.receded and.expect the system 
to adjust without much 
trauma. The central bank has 
abolished its unlimited deposit 
guarantee, althoug h regulation 
is still weak. 

The capital wi«ytn»* r , too, has 
undergone sudden change. Hie 
Buenos Aires Stock Exchange 
suddenly came alive last year, 
after decades of torpor. In 1991 
the exchange's Merval index 
rose by 370 per cent as Mr 
Cavalfo’s policies took effect 
Today, daily trading volume 
Often exceeds 680m, compared 
with an average &3m in 1990. 

The boom has been due 
entirely to a sudden Inflow of 
mainly Argentine funds repa- 
triated from offshore bank 
deposits that now pay low 
international interest rates. 

Mr Redrado has tried hard to 
make the market more fluid, 
by focusing on deregulation, 
reducing transaction costs and 
bringing new equity into the 
system. Response from compa- 
nies has been disappointing, 
although several Mg corpora- 
tions are thinking of going 
public for the first time, while 
others are planning rights 
Issues. That will help slake the 
thirst for paper. The largest 
company to state its interest in 
selling equity is Sevel, the 
country's largest car manufac- 

R is still hard to find 

financially rewarding 

Investment projects 

turer. 

Simultaneously, the CNV is 
tightening up on policing by 
cracking down on trading 
irregularities, demanding 
improvements in accounting 
standards, and encouraging 
privately-run credit rating ser- 
vices. However, critics say that 
while the direction of reform is 
positive, execution is still only 
patchy. 

Two critical changes are due 
thin year. One is the privatisa- 
tion programme, in which the 
government plans to sell more 
than 60 state companies. It will 
float part of the equity of many 
of these companies on the local 
and international markets. The 
flotation of the government’s 
remaining SO per cent in the 
two telephone companies has 
already raised $2.06ba. A raft 
of privatisation issues will hit 
the market not only in 1992, 
but over the coming years. 

The second reform will be 
the introduction later this year 
of a private pension fond sys- 
tem, which is expected to chan- , 
nel $2bn a year into the capital j 
market from a 10 per cent levy 
cm wages. The government is 
establishing investment guide- 
lines that are expected to 
favour the equity market. 

John Barham 


panics in poor shape. For the 
sake of the credibility of the 
privatisation programme, 
bankers in Buenos Aires say 
they hope the defence ministry 
privatisations are carried out 
with the same transparency as 
fin 9 ? In the min. 

lstry's programme. 

The delay ordered by Mr 
Cavallo will probably mean 
higher prices for the sales, as 
illustrated by the two tele- 
phone companies, Telefonica 
and Telecom- When the tnWai 
60 per cant of these companies 
were sold at the end of 1990, 
the government obtained 

5214m in cash and ¥5bn in debt 

paper, at that time valued at 
17-18 per cent of face value. 

When the remaining 30 per 
cent was sold to the local and 
international market (employ- 
ees hold 20 per cent), last 
November and in February, it 
raised 52.0S7bn. 

The most ambitious privati- 
sation is probably of YPF - 
Yadmlentos PetroUAzos Fls- 
cales, the state oil company. 
The state’s parlous finances 


THE challenge to Arge ntina 's 
w^ ffnfafttnriM g industry is 
etewr - it must modernise, begin 
Investing and rapidly attain 
International levels of effi- 
ciency. The challenge is all the 
greater, not just because 
Argentina has invested little 
In recent years, but because it 
has not buflt an internation- 
ally competitive industrial 
base. In spite of 60 yean of 


were such that the company 
ms unable to explore for and 
develop fields. 

The first move to break 
YPF'S monopoly was 
early in the Menem 
presidency. Concessions were 
offered to other companies In 
secondary Odds, hi the compa- 
ny's central fields, joint ven- 
tures were offered to foreign 
companies In return for an 
equity share in the oil pro- 
duced. The deregulation of oil 
production and prices was 
announced, to come into effect 
at the start of 1991, a deadline 
which was kept in spite of the 
crisis over Iraq's invasion of 
Kuwait 

Even though the monopoly 
was in effect broken, YPF 
remains the largest oil com- 
pany in the country. Having 
already changed its legal sta- 
tus to that of a corporation 
which can suffer bankruptcy, 
it Is now seeking congressional 
approval to get rid of non-stra- 
teglc assets such as its ship- 
ping fleet, 50 drilling rigs and 
its seismic crews, and to open 


its capital up to outsiders. 

It has already reduced its 
wo rkfor ce from around 52,000 
in August 1990 to a current 
21.000. By the end of this year, 
the number of employees will 
have fallen to 12,000, still 
regarded as above flm optimum 
number. The 5850m Mil for ter- 
mination of employment is 
befog paid from cash flow. The 
company's balance sheet 1 b 
also being cleaned up, with the 
writing off of significant debts. 
A complete overhaul of the 
company's operating and 
accounting systems is under 
way. 

Mr Jose Estenssoro, YPF'S 
president said the aim is to 
transform YFF into an “inte- 
grated, well-balanced oil com- 
pany". 

The plan is to sell over three 
years SO per cent of the com- 
pany on the domestic and 
international markets. A fur- 
ther 10 per cent will go to 
employees. 

According to Mr Esfe&ssoro, 
the Initial offering will be of at 
least 20 per cent of the com- 


Industry^ problems 

Challenge of 
competition 


Import barriers, subsidies 
and cartelisation have led to 
grotesque distortions and Inef- 
fldendes. Large swathes of 
Industry are now unable to 
compete. Businessmen realise 
the old days of government 
support have gone for good: 
the bankrupt state is unable to 
protect them any Imager. On 
the contrary. President Carlos 
Menem has converted Argen- 
tina from one of the world's 
most closed economies into 
one of the most open ones. 

Analysts agree that large 
sectors of the ear, steel and 
engineering Industries will 
succumb to foreign competi- 
tion, especially from Brazil, as 
economic intepattou deepens. 

The government has Ignored 
industry's appeals for help. 
Bnt it is trying to reduce the 
inefficiencies that weigh 
heavily on companies' costa. 
The energy, transport and 
communications infrastruc- 
ture Is being privatised. 
Unnecessary regulations are 
being scrapped, the labour 


market Is being reformed and 
the hanking system broadened 
to cut ffwaorinl costs. 

Companies are benefiting 
from rising domestic demand, 
softening the impact of import 
competition. Manufacturing 
industry raised output by an 
average 20 per cent last year, 
with productivity Increasing 
by 7 per cent However, the 
trend is uneven: car output in 
the first quarter rose 167 per 
cent while steel production 
slumped by 27 per cent 

Few companies are focusing 
enough on controlling costs. 
An automobile executive says: 
“Argentine companies are not 
very competitive, Argentina 
must make a greater effort to 
reduce costs of inputs and 
labour.*' He says labour costs 
are 40 per cent greater than in 

Rra-ril — hardly an efficient 

economy - and component 
costs are 30 pa cent greater. 
Overall, costs are 50 per cent 
above international levels. 

Nonetheless, some multina- 
tionals have beat able to oper- 
ate well in Argentina. Thus, 
Autolatina's new US$220m 


state-of-the-art axle and gear- 
box unit Is as efficient as any 
in the rest of the world. 

The government «ays Indus- 
try must concentrate on areas 
where It can exploit Argen- 
tina's principal strengths. 
These Include low-cost energy, 
an efficient agricultural sector 
and abundant capital. Private 
savers hold an estimated 
DStSObn In overseas bank 
acc o u nts . A tenth of that flight 
capital returned last year. 

Companies should therefore 
expand in food processing, ser- 
vices, energy and capital-in- 
tensive industries and special- 
ist market niches such at 
electronics or special plastics. 

An example of growing eco- 
nomic specialisation is Areor, 
a sweet company. It 

plans to raise soles by 5Z per 
cent over five years to 
US5856m In 1996. It is capital- 
ising on Argentina’s plentiful 
supplies of natural gas and 
foodstuffs and Intends to 
increase its presence in BraxiL 

Though sales across the 
board are booming and compa- 
nies can sell all they produce. 


pany, which has been valued 
at about $8bn once the 
restructuring is complete. The 
shares will be sold in the US 
markets in the form of Ameri- 
can depository receipts { ADRs) 
and listed in London and Bue- 
nos Aires, Since the New York 
market requires three years of 
Internationally audited results, 
a sale there would not be possi- 
ble before the 1992 figures have 
bees published. (1991 profit 
was about 5300m after tax, 
compared with JTOm in 1990, 
on revenues of about 55bn.) 

Another element in the plan 
is to transfer ownership of the 
oil properties (once the conces- 
sions have run nut) to the 
provinces, and a settlement of 
a legal battle between the state 
and the provinces over royal- 
ties for past oil production. 
This debt over about S3tm may 
be paid in bonds convertible 
into the remaining 39 per cent 
of the Shares of YPF, shares 
which could in time find their 
way on to the market. 

Stephen Fldler 


the economy 1 b still the same 
size as in I960. There are few 
signs of big ticket invest- 
ments. Businessmen say the 
economic climate U too uncer- 
tain. They axe still unsure 
whether to hire more staff: 
most factories are currently 
working a stogie shift. They 
add that they lack confidence 
to take on more staff because 
the law makes it expensive to 
shed workers if sain stop 
growing; 

Furthermore, moat large 
companies are too busy buying 
up state companies to spare 
resources for industrial invest- 
ments. Nevertheless, imports 
of capital goods are growing. 

But companies are not 
exporting much. Most lack 
experience in fiercely competi- 
tive International markets. 
Industrial exports grew by 
only 2 per cent last year to 
USfl.09bn. Industrialists 
claim it is pointless to sign up 
overseas clients or Invest for 
the export market until stabil- 
ity la consolidated and the 
economy’s cost levels are 
revealed more clearly. 

Argentina will at best bal- 
ance Its trade account this 
year. Next year. It will almost 
certainly sink into the red. 
Hopes for achieving annual 
growth of 5-6 per cent will 
inevitably peter out unless 
companies begin exporting 
and Investing soon. 

John Barham 
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(Above) San Telmo, the antiques and craft market In Buenos Aires and (right) the CabiWo - the 
colonial town hall - in the Plaza de Mayo 

What to do in Buenos Aires 

A city that comes 
alive at night 



BUENOS AIRES is probably 
the least stressful of Latin 
America's major cities. Its rela- 
tively uncongested streets, and 
clear air make it a welcome 
relief from Mexico City. Rio de 
Janeiro or Caracas, Although 
crime is rising, murder, rob- 
bery and drug use - and other 
features of many modem cities 
- are still rare enough to 
make the news. 

Buenos Aires does take some 
getting used to. Argentine life- 
styles are demanding, with 
evening meals beginning at 10 
and night life only really 
starting after midnight and 
ending at dawn on weekends. 
Fortunately. Portenos as the 
inhabitants of this port city 
call themselves, are not early 
risers - the morning rush hoar 
normally reaches its peak 
around 10 ajn. 

It is easy to get about, since 
government offices and corpo- 
rate headquarters are packed 
within walking distance of 
each other into a small part of 
the city centre known as the 
microcentro. The city is 
swarming with taxis: unlike 
many other Latin capitals, 
drivers know the city's streets 
well and are often honest. 

Buenos Aires has good res- 


taurants, theatres, cinemas 
and several beautiful parks. 
Many of the best bars, cafes 
and restaurants line the Reco- 
leta park in one of the city's 
most exclusive residential 
neighbourhoods. But be pre- 
pared: going out is not cheap. 
Buenos Aires is among the 
most expensive dries in the 
world. A meal for two with a 
local wine in Recoleta will cost 
£100 for two. A tip of 5-10 per 
cent is expected. 

As mi ght be expected, beef is 
the staple food of Argentina. 

Vege tarians will find it diffi- 
cult to cope, all the more so as 
lettuce, onion and tomato sal- 
ads or potatoes are the only 
concessions to a balanced diet. 
Health freaks will also have to 
put np with inhaling cigarette 
smo ke. No smoking signs are 
almost universally ignored. 

Leading international credit 
cards are widely accepted, as 
are US dollar bills. However, 
travellers should be warned to 
only use and accept dollar bills 
that are in good condition: 
Argentines reject tom, crum- 
pled or defaced money. 

Argentina changed its cur- 
rency in January, replacing the 
austral with the peso. One peso 
is worth 10.000 australs or just 


over one US dollar. Be careful, 
because austral notes and 
coins are still in circulation 
and taxi drivers and waiters 
occasionally try to fleece the 
unwary by “accidentally” con- 
fusing austral and peso values. 

The San Telmo antiques 
market on Sundays is a favour- 
ite with foreigners and locals. 
Also popular are visits to La 
Bom, a working class district 
with brightly painted houses 
which was first settled by Kal- 
ian immigrants in the I9th cen- 
tury. However, it should be 
avoided during carnival, when 
people attack each other with 
buckets of water and hose- 
pipes. 

Browsing through the late 
night bookshops on Avenida 
Corrientes is a well-established 
local habit A visit to the Boca 
or River Plate football stadi- 
ums is an unforgettable experi- 
ence with fireworks, tickertape 
and ecstatic chanting to greet 
the tftama as they pntpr the 
pitch. British visitors may also 
want to visit the exclusive 
Hurlingham Club, founded by 
the Anglo-Argentine commu- 
nity, where cricket and bowls 
are still played. 

Watching polo, even for the 
uninitiated, is fun. Buenos 


Aires has several polo pitches 
and there are matches on most 
weekends during the season. 
Visitors may also want to 
watch or even dance the tango. 
Most dance halls are tourist 
traps, but a few venues can 
still be found which preserve 
the traditions of tango with 
loving dedication. 

Buenos Aires has several 
glitzy and expensive discos 
that open their doors around l 
am. Suits and ties for men and 
short, tight dresses for women 

The city empties from 
December to March as 
Portenos decamp to the 
seaside on holiday 

are de rigueur. Argentines are 
careful, if conservative dress- 
ers. Unpolished shoes, crum- 
pled clothes or unconventional 
fashions are viewed with dis- 
dain. 

These days, Buenos Aires is 
hrimming with business visi- 
tors from abroad, filling its five 
luxury hotels to capacity. Find- 
ing a good hotel room can 
often be a frustrating experi- 
ence. However, English is 
widely spoken in the city cen- 
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tre and by most business peo- 
ple. 

Shop opening hours are 
strictly observed, particularly 
on Saturdays, when many 
shops close promptly at 1pm. 
Central Buenos Aires is packed 
with leather goods shops of 
varying quality and prices - 
shoppers are advised to look 
around before buying. Stiver- 
ware and handicrafts can also 
make good presents. Argentine 
wines can be worth trying, and 
a hit with visitors is Bodega 
Menem • the wines produced 
by President Carlos Menem's 
family business. 

Buenos Aires can be uncom- 
fortably hot and humid in the 
summer, although most build- 
ings in the city centre are air 
conditioned. The city empties 
from December to the begin- 
ning of March as Portenos 
decamp to the seaside for sum- 
mer holidays. Arranging meet- 
ings can be a problem at this 
time of year. Winters are 
chilly, with temperatures fall- 
ing to freezing in July and 
August. 

Although nearly all major 
businesses are headquartered 
in Buenos Aires, where over a 
third of the population lives, 
the cities of Cordoba and Rosa- 
rio are also important business 
centres. There are frequent 
daily flights to both cities. 
However, flights are far from 
punctual and are expensive: 
the one hour flight to Cordoba 
costs 8242 return. 

Buenos Aires has two air- 
ports. The international airport 
at Ezeiza is a 40 minute drive 
from the city centre, with cabs 
costing 850-60. The US govern- 
ment warns that security 
arrangements at Ezeiza axe 
inadequate. The Jorge New- 
berv metropolitan airport han- 
dles domestic departures and 
some flights to neighbouring 
countries. 

As for the mountainous 
south, hiking and fishing is 
recommended during the sum- 
mer in the spectacularly beau- 
tiful area around the resort 
town of Bariloche. Its ski 
slopes are packed during the 
winter. However, the pistes 
and prices compare unfavoura- 
bly with neighbouring Chile. 

John Barham 


Why Pagina/12 has become requir ed reading 

Scandals revealed 


HOW IS IT that a muckraking, 

stridently anti-establishment 
newspaper launched cm a shoe- 
string five years ago has 
become one of Argentina’s best 
selling and most Influential 
newspapers? 

Pagina/12 is now required 
reading among businessmen, 
diplomats and politicians as 
well as its target readership of 
professionals, students and left 
wingers. It has built up an 
average daily circulation of 
110.000 with a diet of punchy 
news, investigative journalism, 
opinion and cultural mlumns. 

Mr Jorge Lanata, the news- 
paper's 32-year-old editor, 
gy piaiws that “people read us 
to get information. We began 
attracting readers with our 
political coverage and busi- 
nessmen began reading us 
because they needed good 
information." 

Pagina/12 - so-called 
because It was launched with 
just 12 pages - was thrust into 
the vortex of national politics 
in January last year when Mr 
Horacio Verbitsky, its leading 
political columnist, wrote that 
Mr Menem’s brother-in-law had 
demanded a bribe from an 
American company. The scan- 
dal. which forced Mr Menem to 
purge half his cabinet, put cor- 
ruption more firmly than ever 
on the political agenda. 

Three months later. PSgina/ 
12 again beat the opposition by 
breaking the news that Mr 
Menem's sister-in-law - who is 
also his appointments secre- 
tary - was under investigation 
in Spain for laundering drug 
money. The ensuing scandal 
almost brought Mr Menem 
down. 

It is hardly surprising that 
he loathes Pagina/12 and its 
110-strong staff. Last year he 
even attempted to throttle the 
newspaper by cutting off fed- 
eral government advertising - a 
bid that boomeranged when it 
set off an international outcry 
against press censorship. The 
advertising embargo was qui- 
etly lifted after two weeks. 

The paper’s unconventional 
layout - it covers nearly all its 
front page with photomontages 
that invariably ridicule a mem- 
ber of the government - also 
sets it apart. Its bold headlines 
and snappy text makes it eas- 
ily digestible. Nonetheless, its 
□arrow focus on capital city 
politics and sterile government 
infighting can be tedious. 

Pagma/12’s success reflects 
the growing maturity or Argen 
tine society. Mr Lanata says: 
“We are not a left or a right 
wing newspaper. I say we are a 
liberal newspaper. The left 
attacks us for belonging to the 
new right and the right attacks 
us for being on the left." None- 
theless, Pagina/12 rarely finds 
anything praiseworthy in Mr 
Menem's government. 

The press, led by Pagina/12, 
has become one of the few 
effective checks on Mr 
Menem's growing personal 
power. The courts, congress 
and supposedly independent 
control agencies have come 
under growing government 

infliipprp 

As Pagina/12 began publish- 
ing exclusive stories, people in 
the government, the armed, 
forces and business realised its 
reporters protected their 
sources and would print almost 
any story it thought reason- 
ably accurate and newsworthy. 
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T hat- has made Pagina/12 the 
preferred medium for govern- 
ment leaks, giving it access to 
yet more exclusive stories 
which have boosted its circula- 
tion still further. 

However, Mr Domingo 
CavaEo, the economy minister, 
like ministers all round the 
world, complains that the 
media twist the news. He says: 
“Verbitsky suggests that the 
corruption now emerging 
means that what we are doing 
is bad, and that is not true. 
What we are doing is a real 
struggle against corruption. 
Eighty per cent of what he 
writes is true, but he adds 20 
per cent of his own version 
that changes the conclusion." 

He says the media, particu- 
larly Pagina/12, has a dispro- 
portionate influence on public 
opinion because its readership 
is heavily concentrated in 
wealthy and middle class areas 
of central Buenos Aires. Mr 
Cavallo c l aim s the paper is 
hardly read in the outskirts, 
where the government draws a 
lot of its support among low 
income groups which have 

Its front page Invariably 

ridicules a member of 
the government 

benefited the most from his 
policies. 

The competition is having to 
react to PSgina/tfs successes. 
For instance, the tabloid 
Clarin, Argentina's best-selling 
newspaper, has promoted 
younger and more aggressive 
editors who have begun to out- 
flank Pagina/12 with exclusive 
articles of their own. 

Pdgina/12 has also shown 
considerable entrepreneurial 
spirit Its solidly faithful read- 
ership has made it an attrac- 
tive vehicle for advertisers. Mr 
Jorge Prim, the paper's 
vice-president, says: “Business- 
men pay, and pay well, to 
advertise. Freedom of the press 
is good for business." Revenues 
have doubled since last year to 
an average of 812m a month. 

It broke Into the corrupt 
entertainments advertising 
market by refusing to accept 
payment for positive notices of 
films, plays or concerts. 
Instead, it began holding film 
previews of its own and sold 


tickets to readers from its 
offices. When advertisers saw 
that Paginal 12‘s previews sold 
out in two hours and coukf lit • 
erally All large cinemas to 
capacity, it began taking out. 
advertisements - irrespective 
of the critics’ notices. 

In a recent marketing effort, 
the newspaper has begun gt*. 
ing away paperback books nee 
once a month on Sundays. It 
finances the offer with adver- 
tising on the back of the books, 
which are usually by highbrow 
local and foreign authors. Mr 
Lanata says print runs of 
150,000-160,000 on Sunday edi- 
tions with books sell out, 
whereas on most other Sun- 
days he sells 7 per cent fewer 
newspapers. 

Mr Lanata had the idea of 
launching a newspaper shortly 
after Argentina returned to 
democracy in 1982. He found a 
backer in Mr Fernando Soko- 
lowicz, a progressive young 
businessman who put up the 
capital and still owns all the 
newspaper’s shares. 

While Pdgina/12 still only 
breaks even or makes a small 
operating profit, it has an 
entrepreneurial spirit that 
seems out of place in a newspa- 
per that rails against big busi- 
ness and struggles for a fairer 
society. 

Like so many businesses in 
Argentina, Pagina/12 suffered 
greatly from hyperinflation in 
1989 and 1990. and like so many 
others, it is now benefiting 
from low inflation and boom- 
ing demand. So much so, that 
it is running out of capacity as 
demand outstrips supply: 
pdgfoa/12's presses simply can- 
not turn out enough newspa- 
pers. 

It plans to increase circula- 
tion later this year by printing 
in Cdrdoba Argentina's second 
city 650 km west of Buenos 
Aires. Mr Lanata says Pdgina/ 
12 will be Argentina’s first 
newspaper to use satellite tech- 
nology to transmit pages to the 
presses in Cordoba. 

Using its customary flair, 
Pdgina/12 is financing the 
introduction of computer tech- 
nology to the newsroom with 
an advertising swap with IBM. 
The feasibility study was 
formed out to university com- 
puter science students. 

John Barham 
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Tl Group declares 
£509m bid as final 



Tl Group, the special ist engineering company, 
yesterday turned the heat on bid target Dowty, 
the. UK aerospace and information technology 
group, by declaring its £509m ($921 m) offer 
flnaL Mr Christopher Law inton (above), chair- 
man and chief executive, said that the original 
■share offer fully valued Dowty. Page 20 

Sega to pay $43m settlement 

Sega Enterprises, the Japanese video game 
maker, is to pay S43m to settle a patent dispute 
with a US Inventor, Mr Jan Goyfe. It will be the 
.second large US patent payout by a Japanese 
technology company in recent weeks. Page 17 

Bleak house for farm boys 



Reforms proposed by Mr Ray MacSharry, the 
EC farm commissioner, make toe future of 
-quality 500-acre family farms in the UK look 
bJeak. Only recently a 500-acre farm would 
provide a comfortable living — certainly 
enough to send a couple of sons to public 
schooL But Its annual net income, estimated at 
£20.000 ($36,200) now. could fail to £3,500. 

Page 23 

Taking stock of votes 

□action fever coursed through Europe last 
month but the results had contrasting reper- 
cussions in the Italian and the UK stock mar- 
kets. In general, volumes were subdued with 
Easter and May Day creating a holiday mood 
which extended for almost two weeks. 
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Computer champ on the rapes 

European efforts to create a strong interna- - 
tional computer champion have taken a batter- 
ing recently. Siemens Nixdorf Information 
Systems, formed in 1900 from the troubled 
Nixdorf information technology business, mil 
still be in the red at the end of its current finan- 
cial year. But Mr Hans— Dieter Wiedig. the 
company’s chief executive, says: ‘We do have 
tp find new rules for the game; Europe has 
resources, demand and skills, but it lacks co- 
ordination." Page 16 
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■ Troubled developer cannot pay bond interest ■ Loan syndicate forecloses 

O&Y asks lenders for extra funds 


By Bernard Simon hi Montreal 
and Alan Friedman In New York 

OLYMPIA & York, the troubled 
property developer, wants its 
leaders to provide extra funds for 
its Canadian operations before 
paying C317m (DS514m) in over- 
due Interest on a series of pub- 
licly traded bonds secured by 
Toronto's tallest office building. 

Zt also emerged yesterday that 
bankers in a loan syndicate Jed 
by JP Morgan have decided to 
foreclose on a DSSlSOm O&Y loan 
made last year. The foreclosure 


would be the first seizure of O&Y 
assets since the restructuring of 
the Canadian property group's 
debt began. 

Canadian banks have yet to 
respond to O&Y’s request to draw 
down the remaining US$l3Qm of 
a U5S24Qm facility. 

O&Y says that without these 
funds, it is unable to pay interest 
due on C$325m in bonds secured 
by the 72-storey First Canadian 
Place. It has also failed to retire 
about C$150m in commercial 
paper secured by the nearby 
Exchange Tower. 


Interest on the bonds came due 
last week, but under the band 
covenants, O&Y has grace peri- 
ods which expire tomorrow. O&Y 
says it has made a compromise 
proposal to the bondholders' 
trustee. Royal Trust. 

Bondholders representing 
almost three-quarters of the 
amount outstanding are threaten- 
ing to seize rents from the build- 
ing and possibly the property 
itself if payment is not made by 
tomorrow. # 

Separately, the JP Morgan syn- 
dicate of banks was upset several 


weeks ago when O&Y began to 
offer what the banks considered 
preferential treatment to holders 
of a Eurobond on which O&Y 
failed to make a S62m interest 
payment last month. 

The collateral for both the JP 
Morgan-led loan and the Euro- 
bond included parts of an office 
tower in O&Y’s World Financial 
Center development in lower 
Manhattan 

However, cash flow from the 
Manhattan property was deemed 
by bankers to have been assigned 
to bondholders in a way that 


ignored the bankers' interests. 

The JP Morgan-led creditors 
are planning to foreclose on some 
interest rate swaps with Iku l chi 
Kangyo Bank. Ar. auction of the 
swaps is expected to raise 
between US&lCir, and I'S&mi. 

• O&Y yesterday ended the tee 
orni day of its fight to stave off a 
demand for l r S&!£0m m the High 
Court in London. Renter reports. 

The appeal is over the timing 
of the payment owed by O&Y to 
Morgan Stanley, the L : S invest 
ment hank. The hearing wdt con- 
tinue today. 


The awesome power of a Triple-A 

Richard Waters on the impact of the credit rating agencies on the financial markets 


O n Church Street in Man- 
hattan, in a building 
sandwiched between City 
Hall and the twin towers of the 
World Trade Centre, a small 
group of people met recently to 
decide on a matter of vital impor- 
tance to a bank on the other side 
of the Atlantic. The question: 
should Swiss Bank Corporation, 
one of the three mighty and 
secretive Swiss h anks , re main 
one of the world’s tiny band of 
top-rated financial institutions? 

Hie meeting took place at the 
offices of Moody’s Investors Ser- 
vice, which, alongside Standard 
& Poor’s, is one of only two credit 
rating agencies with worldwide 
recognition. 

Among those present were Mr 
Ken Pinkes, responsible for the 
42 analysts in Moody's financial 
institutions group, and Mr Don 
Noe. head of the agency's inter- 
national ride. With them was Mr 
Tom McGuire, head of all 
Moody's corporate ratings. 

Together, they represent one of 
the most powerful groups in the 
international financial markets. 
Their judgments on the standing 
of banks and other entities 
around the world determine how 
much it costs companies «nd gov- 
ernments to borrow money. .. 

In the event, the meeting 
decided to back the judgment of 
its young analyst, Mr John Kriz, 
a banking specialist who has 
been with Moody’s for seven 
years. His view: that SBC should 
lose its cherished triple-A rating. 
The men on Church Street had 
reached a similar decision weeks 
before about Credit Suisse. That 
leaves only two European banks 
- Deutsche Bank and Union 
Bank of Switzerland - with an 
undisputed triple-A seal of 
approval. 

The Moody's decision, 
announced on Tuesday, comes in 
the week that rival S&P decided 
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to confirm its triple-A rating of 
all three big Swiss banks. The 
differences in the two agencies' 
views are stark. According to 
Moody’s, there has been a “recent 
material deterioration” in SBC’s 
loan book. S&P thought other- 
wise. “Loan and asset quality are 
sound,” it said. 

This difference of view is 
important because both have had 
access to information hidden 
from investors. In the case of the 
Swiss banks, this includes details 
of their hidden reserves. 

As a result, the financial mar- 
kets follow their judgments 
almost slavishly. Lower-rated 
borrowers pay higher interest 
rates in the debt markets. As the 
chart shows, this is particularly 
true during recessions, when con- 
cern about credit quality 


becomes most acute. When the 
agencies disagree, the markets 
feel uncertain. Investors and 
other financial institutions are 
left to guess at what has hap- 
pened. T just wonder if Moody’s 
has discovered some undisclosed 
problem in their [SBC's] loan 
book,” said the head of credit at 
one large bank in London. 

A less sinister explanation is 
the heavy subjective element 
that enters all ratings decisions. 
Both Moody's and S&P have well- 
established methods for assessing 
a company’s finanriai health, and 
S&P even publishes guidelines of 
how financial ratios affect a com- 
pany’s rating. 

S&P is widely regarded as 
being more scientific in its 
approach to ratings, relying 
heavily on the results of inten- 


sive number-crunching, while 
Moody’s is said to take a broader 
vievr of a company and its envi-' 
ronment. In practice, though, 
both rely ultimately on the judg- 
ments of their analysts. 

N ot everyone is happy 
about their power. Bond 
market professionals 
complain that agencies react too 
late to factors which affect a com- 
pany's credit standing. Naturally 
enough, companies which receive 
poor ratings complain bitterly, 
often adding that, being based in 
the US, the two global agencies 
simply don’t understand non-US 
businesses. 

Concern about their power has 
percolated into the US political 
arena. Congressman John Din- 
gell, chairman of the powerful 


House energy and rammer cr 
committee, is pressing lor rc-guln 
tory oversight of their aefnifies. 
The agencies, along with four 
other smaller companies, enjoy 
the privilege of recognition from 
the US Securities and Exchange 
Commission, siring their r.nitifs 
powerful standing. Yet the SEC 
does nut vet the agencies at all. 

Similar concerns could migrate 
to Europe. French and UK reinib- 
tors already officially recognise 
several rating agencies. 

The EC is about to do the 
same: its proposed directive on 
the capital backing needed by 
securities companies, to be 
agreed by the end of next month, 
explicitly recognises the ratings 
of bonds and other debt market 
securities. 

The EC’s recognition of rating 
agencies is likely to give another 
push to attempts to develop 
European-based companies with 
the power to rival the global 
giants of the business. IBCA. a 
London-based agency and one of 
the six recognised in the US. has 
established a strong reputation 
around the world. 

Bertelsmann, the German 
media group, is now considering 
taking a majority stake in a new 
venture being planned by a pow- 
erful group of German hanks and 
companies. “It could fit in with 
our range of activities and make 
sense for us." the company said 
yesterday. If it decides to act, 
Bertelsmann will enter a field 
dominated by publishing groups 
- McGrow Hill, which owns 
S&P. and Dun & Bradstreet, 
owner of Moody’s. Only compa- 
nies which are distant from the 
financial institutions, such as 
media groups, are generally con- 
sidered to have the independence 
to run a rating agency. It could 
be that only Bertelsmann has the 
muscle to challenge US control of 
tbe business. 


Ratners to 
| take extra 
| charge 
of £53m 

i 

| By John Thornhill In London 
f KAT.NEK* CROUP, tin- troubled 

; jewellery chain, is finalising 
| plans for a sweeping restructur- 

• mg of its operations and 
; announced yesterday it would 
: take an extra i.vun imum) 

< exceptional charge this year to 
! cover the anticipated costs. 

; bringing the lota] tn iMiut. 

; The company made tbe 
j announcement after disclosing 
> its plans tu bankers while renv- 
i goiialing its credit lines. 

| Additional costs are also likely 
j to tie incurred in rationalising 
j Rainer.’ US businesses. 

| Rainers stressed its Un.wial 
, position was not in jeopardy and 

• denied the review might lead (o 
j the departure of Mr Gerald Rat 

! ner. chief fvivutive. 

Rainers' aitaounremenf was 
j made after the close of the Lon- 
; don market. The company's 
j shares rinsed ' ip higher at 19' «p 
! giving it u market talue of 
| In January, after a (lisas 

! troiis Christmas trading period, 

| Rainers announced it wuuld lake 
■ an exceptional charge of £43m tn 
t rover rationalisation costs, 
i Tbe company intends to close 
j its Colin dale warehouse nud vuu- 
I rentratc UK distribution at one 
site in Birmingham. 

Further exceptional costs are 
expected to relate to stock write- 
downs both in Its jewellery 
chains such as Rainers, l|. Sam- 
uel, and Ernest Jones, und Its 
Salisbury's bags shops, 

Analysts speculated that up to 
200 nf Ratners' 2.000 outlets 
might also be earmarked for clo- 
sure. Although the tarnished 
Ratners chain may he heavily 
rationalised U Ls understood that 
it is unlikely to be phased out. 

Further details of the restruct- 
uring will be released when Rat- 
ners reports Its financial results 
for the year to February 1 In a 
few weeks although a date has 
not been set. Analysts suggested 
there was now added reason to 
strengthen the balance sheet 
although no fund-raising exer- 
cises were likely to precede the 
annual results. 

“This is only likely to increase 
the likelihood of some kind of 
capital restrnctnring at the 
expense of ordinary sharehold- 
ers,” said Mr Qulntin Price, ana- 
lyst at stockbrokers James 
Cape). 

Ratners is not denying reports 
it is in talks to dispose of Its 
Watches of Switzerland chain 
although anticipated losses on 
its disposal are likely to have 
been considered os an extraordi- 
nary charge. 


Audi eyes North America 
as site for new car plant 


By Andrew Fisher In Munich 

AUDI, the up-market subsidiary 
of Volkswagen motor group, is 
looking at the possibility of build- 
inga car plant in North America, 
where its sales are recovering 
after several difficult years. 

Mr Ferdinand Piech. Audi chief 
executive who takes over as head 
of VW next year, said yesterday 
Audi was evaluating sites in 
Mexico, the US. or C an a d a to pro- 
duce cars from the mid-1990s. VW 
already has a plant in Mexico 
which it has modernised to serve 
the US market. 

Audi's efforts to set up a trans- 
atlantic base are in line with 
Mercedes-Benz and BMW, its 
main German rivals. Mercedes, 
owned by the Daimler-Benz 
group, will begin small-scale 
assembly of car kits in Mexico 
next year. BMW is also looking at 


likely US production sites, with a 
decision expected soon. 

Audi, whose net profits jumped 
30 per cent last year to DM370m 
($224m) on a turnover rise of 22 
per cent to DMlLSbn, has suf- 
fered in the US from allegations 
that its cars accelerated without 
warning. The low value of the 
dollar against tbe D-Mark has 
also bait an impact. 

But with new models priced 
competitively in the US at levels 
near those of Japanese cars, 
Audi’s sales in the US rose 41 per 
cent to 5,100 cars in the first four 
months of 1992. Total sales in this 
period were 22 per cent higher at 
186,200 units, with turnover up 20 
per cent to DMSAbo. 

The company said profits 
should show a further increase 
this year, with turnover expected 
to reach DM16£bn. But Mr Piech 
repeated his warning that Euro- 


pean producers would have to 
move fast to cut costs and 
improve efficiency In the face of 
the competitive threat from 
Japan. 

Audi's search for a North 
American site, which Mr PiSch 
said should be completed by the 
end of 1993, is part of Us strategy 
to produce more cheaply, speed 
up new model development, and 
streamline production methods 
and purchasing policies. 

It already produces cars in 
China at a rate which will 
increase to 30,009 a year in 2995 
and has an assembly operation in 
South Africa. Mr Piech said 
savings of up to DMIOOm could 
be made by more efficient buying 
of components, including more 
sourcing from abroad. Audi also 
intended to make annual savings 
of about DM2 00m in overhead 
costs. 


GPA flotation valued at $800m 


By Roland Rudd In London 

GPA will today announce the 
flotation of 40m shares in the 
world’s largest aircraft leasing 
group, which is likely to value 
the sale at around iSOOm, almost 
half that originally envisaged. 

The group’s eariier hopes for a 
$L5bn flotation were scaled back 
because of lack of demand in 
Japan and fatigue in the US equi- 
ties market inundated with 


The pathfinder prospectus, 
published today, shows that the 
group plans to issue 28m new 
shares while selling 12m of the 
95m existing shares at a price of 
between $20 and S25. 

However, advisers to the group 
have been told by the banks 
distributing the shares in Europe 
that they cannot sell the shares 
for more than $20 and have there- 


for argued for an eventual price 
range of $18 to $23. The final 
price will be determined by mar- 
ket conditions at the time of the 
sale In mid-June. 

One adviser said: “Tbe shares 
are likely to go for around $20 
valuing the sale at $800m. it is 
possible that they could go for 
less. But given the crisis in the 
airline industry it is still a trib- 
ute to GPA’s managerial skills" 
While most of GPA's existing 
shareholders have agreed not to 
sell more than £) per cent of their 
shares for a year from today - 
when the year-end results are 
announced - some shareholders 
are still opposed to any such 
compulsory lock-up agreement 
As of yesterday evening some 
Japanese investors which bought 
much of their stock at $32, 
including Nippon Life and Kawa- 
zaki, had declined to sign a 


lock-up agreement 

GPA's advisers, which include 
Schroders in the UK, Merrill 
Lynch and Goldman Sachs in the 
US, and Nomura in Japan as 
global co-ordinator, hope to 
announce this morning that 
about 80 per cent of shareholders 
have agreed to a lock-up agree- 
ment 

Mr Maurice Foley, GPA chief 
executive, has warned that any- 
thing less than 85 per cent could 
jeopardise the float 

GPA, is however, pleased that 
most shareholders who bought 
cheaply have agreed to a lock-up 
agreement 

Many Irish institutions have 
also refused to sign a formal 
lock-up agreement although they 
have written to the company say- 
ing they do not intend to sell 
more than 20 per cent of the 
shares In the first year. 


"Where ON EARTH CAN WE GET 
A BETTER CHOICE OF PREMISES?’ 



Look no further. Thousands of square feet of 
purpose-built commercial, industrial and 
distribution space are at your disposal in the Black 
Country. 

We are acquiring 1,000 acres of land, 200 of 
which have already been made available for housing, 
industrial or commercial development. Private 
investment firmly committed already amounts to 
more than £350 million. 

The Black Country also has a skilled workforce, 
access to four major motorways and InterGty rail 
links. 

So if you're wondering "where on earth is 
there a suitable building?*, now you know 
exactly where. 


BLACK C 

DEVELOPMENT 


O U H T R Y 

CORPORATION 



Please address enquiries to: Linda Cement Blade Country Development Corporation, Blade Country House 
Rounds Green Road, Oldbury, West Midlands B69 2DG. TeL 021-51 1 2000. Fax: 021-544 5710 / 021-552 0490 
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Lloyds warned of delay in 
integrating Midland assets 


Europe’s computer champion on the ropes 

H opes that in the ere- Siemens, cm the other hand, . Second, there was a al gnffi . together,” Mr Wiedig says... June .1991 and September this 
ation of Siemens Is the powerhouse of European cant cultural difference '“Data processing systems year, together with a r edu ction 
Nixdorf Information electronics, a company even between the two partners. Sle- make a company more nraduc- in manufacturing capacity. 


By David Owen In London 

SENIOR TORY MPs yesterday 
warned Lloyds Bank it may he 
prevented from integrating 
Midla n d fully for at least two 
years if its bid for its fallow UK 
clearing bank is successful. 

The warning came at a pri- 
vate meeting at London's 
Horseguards Hotel with six 
senior Conservative back- 
benchers, including two former 
ministers. 

The delay could arise 
because of the need for a pri- 
vate Act of parliament to 
transfer assets and liabilities 
from one bank to another. 
“Lloyds needs to take account 
of the feet it might be neces- 
sary for them to run Midland 
as a subsidiary for two years or 
more,” according to one MF. 

Yesterday's meeting came 
against a background of 


increased lobbying at Westmin- 
ster by both Lloyds and Hong- 
kong and Shanghai Banking 
Corporation, its rival for Mid- 
land. 

As more MPs began to take 
sides, a total of 10 from both 
leading parties signed up In 
support of an early-day motion 
backing Hongkong's offer on 
the grounds that a takeover by 
Lloyds would reduce competi- 
tion. 

Meanwhile, Mr William 
Porves. Hongkong Bank chair- 
man, was scheduled to address 
the Tory backbench finance 
committee yesterday evening. 
Sir Jeremy Morse, his counter- 
part at Lloyds, has agreed to 
do the same on Tuesday. 

Lloyds advisers do not 
expect that the time of a pri- 
vate bill's passage through par- 
liament would present a prob- 
lem. They say the bank would 


not want to effect the transfer 
of assets immediately after a 
takeover. The requirement 
would not preclude the 
achievement of synergies by 
other means, they say. 

MPs present at yesterday's 
meeting with Sir Jeremy and 
Mr Brian Pitman. Lloyds chief 
executive, included Mr Peter 
Brooke, the former Northern 
Ireland secretary, and Mr Urn 
Renton, former aits minister 
and chief whip. 

Other issues discussed 
included the effect of a Lloyds 
takeover on competition in the 
corporate banking sector, and 
the question of how best to 
address the differing regula- 
tory requirements applying to 
domestic and cross-border 
bids. 

According to one account, 
Mr Pitman argued “forcefully'’ 
that Britain was over-banked. 


Sainsbury overtakes M and S 


By Maggie Urry in London 

J. SAINSBURY, the British 
supermarket group, has over- 
taken Maries and Spencer as 
the most profitable UK retailer, 
announcing pre-tax profits of 
£628m (Sl.llbn) for the year to 
March 14, a rise of 21_2 per 
cent The group's shares rose 
20p to 45 9p on the news. 

Lord Sainsbury, chairman 
and chief executive - who 
confirmed that he will retire in 
November on his 65th birthday 
- said that when he became 
chairman in 1969, M and S 

made profits nine times those 
of Sainsbury. 

Lord Sainsbury, who will 


become the group’s president 
said that over the past 20 years 
the compound growth rate of 
profits was 23 per cent a year. 

He said the 1991-92 figures 
represented a "very good 
year's performance 

The group’s share of the 
retail market for food, drink, 
toiletries, confectionery, 
tobacco and newspapers hid 
risen from 10 per cent to 10.4 
per cent, a greater increase 
than that achieved by Tesco or 
Safeway. 

Group sales for the year 
were ]12 per cent higher at 
£9-2bn, and operating profits 
rose 14J. par cent to £667.7m. 

Following the £4S9m rights 


issue last June there was inter- 
est receivable of £L2.7m (pay- 
able £35J6m). with the rights 
money accounting for £33m of 
the improvement The group is 
setting aside £49.4m for profit 
sharing among 74,000 of the 
staff. 

Before property Items cost- 
ing £4^m, pre-tax profits were 
25 per cent higher at £fi&2m. 
Fully diluted earnings per 
share, before the property 
items, rose 17 per cent to 25.43p 
and a final dividend of EL35p 
gives a total of 8.75p, 
an Increase of 20.4 per 
cent 

Lex, Page 14 
Background. Page 20 


Novo Nordisk profits surge 38% 


By Hilary Barnes 
In Copenhagen 

NOVO NORDISK, the Danish 
pharmaceutical and Industrial 
enzymes group, increased first 
quarter net profit by 3S per 
cent to DKi324m ($51m) from 
DKr234m. 

Sales were up by 20 per cent 
to DKr2,664m from DKr2,218m 
in the first quarter of last year. 


Pre-tax profit was 33 per cent 
higher, rising from DKr354m to 
DKr470m. Earning s per share 
increased by 18 per cent from 
DKr7.41m to DKr8.74m. 

Novo Nordisk warned that 
sales and profits would not rise 
as fast in the rest of the year. 
First quarter results were 
affected by the fact that some 
important customers took 
delivery of shipments earlier 


than expected. Sales were also 
boosted by currency factors. 

The company expects to 
achieve at least 15 per cent 
growth in pre-tax profits, in 
line with its long-term earn- 
ings objective. The group's cap- 
ital expenditure wffl increase 
strongly from DKrl.3bn to 
about DKz2bn, mainly with the 
aim of Increasing production 
capacity internationally. 


H opes t h at in the cre- 
ation of Siemens 
Nixdorf Information 
Systems (SNI) Germany. - -and 
Europe - might have a com- 
puter champion able to hold its 
own with the cream of the US 
and Japanese manufacturers 
have taken a battering over the 
past 18 months. 

Formed in i«ta 1990 through 
the merger of Siemens’ com- 
puter division with Nixdorf 
Computer, the fallen star of 
German information technol- 
ogy, the new company had 
expected to return an operat- 
ing profit by the end of 199L 
Earlier this year, however, 
Mr Hans-Dleter Wiedlg, the 
company's chief executive, 
warned that SNI will still be in 
the red at the end of Its current 
financial year, which ends in 
September, despite healthy 
improve ments in sales. Its abil- 
ity to cut Its losses, moreover, 
will remain hostagb to 
Improvements in the general 
economic situation, he said. 

However, many people 
believe that SNI can still form 
the nucleus of a Europe-owned 
computer industry, and Sie- 
mens is committed to the com- 
pany, arguing that data pro- 
cessing is a core technology in 
electronics. Mr Wiedig, under- 
lines the position: “We want to 
return to the black as soon as 
possible, hut If in two or three 
years we have not done that, 
we will not sell the business." 

Siemens acquired Nixdorf 
two years ago to save the ail- 
ing minicomputer manufac- 
turer from financial collapse. 
Failing to anticipate the sud- 
den overall downturn in com- 
puter sales. Nixdorf s revenues 
slipped quickly out of line with 
expenses. In the year prior to 
the takeover, losses amounted 
to just over DMlbn. 


Siemens, on the other ham?, 
is the powerhouse of European 
electronics, a company even 
the mighty International Busi-. 
ness Machines feels comfort-: 
able with as a partner hi semi- 
conductor research; . its 
computer group, focusing on 
the needs of large companies, 
made a profit of DMTOOm 
(6432m) in 1990. 

Furthermore, Siemens has 
deep pockets and, contrary to 
rumours that the marriage was 
a shotgun affair, was eager to 
take advantage of Nixdorf s 
international marketing; net- 
work and its contacts with 
smaller companies. The new 
company, with 50,000 employ- 
ees and revenues in excess of 
DM12bn, is the world’s eighth 
largest. Its .product .line 
includes mainframe comput- 
ers, mid-range -systems, per- 
sonal computers add w o rks ta b- 
ions and it spends some 14 per 
cent of revalues on research 
and development It has excel- 
lent opportunities to open up 
new markets In the east ctf Ger- 
many and in eastern Europe. 

So why have expectations of 
an early return to profitability 
been so comprehensively 
dashed? Mr Wiedig points to 
three factors working against 
the immediate success of the 
new company. 

First, although it was not 
immediately apparent at' the' 
time, SNI was bom at the 
be ginning of the worst year in 
modem computing history, 
when aggregate results for the 
world’s ID top companies 
showed both reduced revenues 
and losses. It is important to 
carry out mergers when eco- 
nomic conditions are positive,” 
Mr Wiedig says, arguing that 
sales growth creates an aura of 
success which helps to weld 
the company together. 


Second, there was a 1 signifi- 
cant cultural difference 
between the two partners. Sie- 
mens had specialised in . budd- 
ing data processing systems for 
large customers while 
Nixdorfs expertise lay in 
developing solutions to the 
computing . problems of small 
and medium. customers. 



Hans-Dieter Wiedig: SNI 
atm in the red this year 


This gap was not helped by 
fteflUng ie of resentment on the 
Siemens bMp that the. perfor- 
mance of the new company 
was prejudiced- by Nixdorfs 
continuing losses, or bewilder- 
ment from former Nixdorf 
employees who found it diffi- 
cult to come to terms with 
their reduced status in the Ger- 
man computing hierarchy. 

Third, the business proce- 
dures and computing systems 
used by the two companies 
were very different, leading, in 
the first months at any rate, to 
lost and delayed orders. 

“It took time to bring our 
internal data processing 


together,” Mr Wiedig says. 
“Data processing systems 
• make a company more produc- 
tive, but in the two companies 
there were 200 different 
systems. Now we have created 
a lot of data processing 
bridges." It may be a farther 
three years before complete 
compatibility is established. 


Alan Cane 

examines the 
reasons behind 
the struggle 
by SNI, the. 
Siemens/ 
Nixdorf 
partnership, 
to return to 
profitability 


“Every procedure had to be 
newly created by combining 
dements from the two part- 
ners. fr whs difficult and with 
the industry in a poor state, 
people became disillusioned. 
They started enthusiastically, 
but then reality struck home." 

“That phase is now over. 
There fe still scene merging of 
mental attitudes, but for most 
employees, that nhnnld be com- 
plete by the end of the year ” 

The measures SNI is tuirfng 
to restore profitability differ 
little from those of its leading, 
competitors. They include the 
reduction of 4,000 jobs, or 8 per 
omit of the workforce, between 


June .1991 and September this 
year, together with a r ed uction 
in manufac turing capacity, 
. rationalisation in production 
and cost cutting. The atm is to 
- save some DMGOOm a nnually , 
while halving the DMTBlm loss 
recorded In 199L 

In the first quarter of the 
current year, -sales rose 26 per 
cent to DM38bn while orders 
rose 14 per cent to DM3.7bn. 
The results are encouraging for 

those who believe that Europe 
should maintain a strong man- 
ufacturing presence in the 
computer . industry, among 
them Mr Wiedig who argues 
that if -Europe Is to remain 
competitive, it has to retain 
key skills incl uding semicon- 
ductor technology and data 
.processing. 

“At present we are simply 
inviting Japan to take the lead 
In all tiie key technologies but 
If we change our attitude they 

Will chang e their s 

“We do have to find new 
rules for the game; Europe has 
resources, demand and skills, 
but It lacks coordination." Mr 
Wiedig is less exact about 
where the initiative should 
come from but agrees it could 
be from Brussels, from the 
computer industry or from a 
«mgia company. An example of 
the bind of co-ordination he 
seeks is, perhaps, the plan by 
SNI, Olivetti of Italy and 
Groupe Bull of France to 
develop Community-wide com- 
puter networks to tackle cross- 
border Issues. 

“Europe cannot afford to lose 
the third industrial revolu- 
tion,” Mr Wiedig avers. “In 
agriculture, it takes half a day 
to turn a camping meadow into 
a potato field; but in informa- 
tion technology the position, 
once lost, will not be repairable 
within 10 years.” 


Tractebel buys into Spanish utility Banesto bids for Sanson stake 


By Tom Bums in Madrid 

TRACTEBEL, Belgium’s 
electricity company, has 
breached the barriers prevent- 
ing foreign entry into Spain's 
utility sector by paying 
PtalSbn (5178m) for 8 per cad 
of Iberdrola, the blue chip pri- 
vately-owned group that con- 
trols some 30 per cent of 
domestic generating capacity. 

The acquisition forms part of 
a global industrial cooperation 


agreement between the two 
companies and was engineered 
by Banco Bilbao Vizcaya 
(BBV), the Spanish retail bank. 
BBV has strengthened its posi- 
tion as Iberdrola’s chief share- 
holder by raising ite hoiUng by 
2.5 per cent to 10 per cent 
The Spanish bank’s role in 
the deal, and its increased 
investment in Iberdrola, 
appear to have allayed the 
fears of the industry ndmstry 
which at .the end af last ydar 


blocked a share swap agree- 
ment between Tractebel and 
the domestic utility that would 
have given each a 5 per cent 
stake in. the other’s business. 

Mr Claudio Aranzadi, the 
industry minister, had. condi- 
tioned that agreement to the 
creation of a strong domestic 
shareholder block in Iberdrola 
for the latter’s equity is widely 
spread while Tractebel is 40 
per cent owned by Socidte Gen- 
erate de Belgique. 


CORPORA CION Banesto. the 
industrial arm of the Banesto . 
hanking group, announced a 
Ptal2JLbn (jU9m) offer for the 
40 per cent of Sanson, a large 
flafaihm cement producer, that 
it does not already control, 
writes Peter Bruce, in 
Madrid. 

- The Banesto bid follows hard 
on the heels of two others: 
Cunents Franctris, through its 
Spanish affiliate Finandera y 
Mtnera, is hfrifllng for the rest 


of Cementos Rezo la, in the 
Basque country, which It does 
not control and Portland 
Navarra Is bidding for 10 per 
cent of the Cantabrian pro- 
ducer, -Conentos Alfa, in order 
to control it 

■ With its PtalOjOOO a share Md 
for the rest of Sanson offering 
a premium of 3U5 per cent on 
the stock when trading was 
suspended in Madrid yester- 
day, tiie bid seems certain to 
succeed, analysts said. -- ■ 


East Daggafontein Mines Limited 

Directors: E P H Bieber (Chairman), C i von Christierson, C P Briggs, P R A Ferguson, 
RBShead.KC Whyte 

Preliminary profit statement for the financial year ended 31 March 1992 

Issued Capital: R15 123 087 divided Into 15 123 087 ordinary shares of HI DO each, fully paid 

Financial results: The directors estimate that the financial results of the company and of the 
group for the twelve months ended 31 March 1992 were as follows: 


Company 
Unaudtted 
12 months 1! 
31 March 
1992 
ROOD’S 


12 months 
31 March 
1991 
HOOO's 


Group 

Unaudited 

12 months 12 months 
31 March 31 March 
1992 1991 

ROOD’S ROOT'S 


Net income before 
taxation 

Taxation 

Profit before Extra- 
ordinary item 
Extraordinary Item 
Transfer to non -distributable 

reserve 

Net Profit 

Eamlnga per share (cents) 
Interim cBvidend per share 
Final dividend per ahare 
Total cflvtdend per share 


31 cents 


(20718) 


55 cants 
45 cents 
100 cants 


(20 716) 


Notes 

1. Included to net income before taxation Is a net abnormal receipt represented by an hi specie 
dividend of 1 228 033 shares in Knights Gold Mining Company Limited by the company from 
Lydenburg Exploration Limited and a capital receipt of R65 000 received from the disposal of 
toe Company’s Investment in International Petroleum. These receipts have been tr a nsferred to 
a rron-distrlbutable reserve. 

2. Shareholders are informed of the acquisition by East Daggafontein Mines Limited of a 50% 
Interest In the rights to treat slimes dam 7L14 acquired from Gold Reids Property Company 
Limited. It is estimated that tots slimes dam contains approximately 3 million tons of material 
with a heed grade of 0.49 g/t gold. The treatment of this material is scheduled to commence 
between September 1994 and January 1995. 

3. The material contained In slimes dams 7L8, 7L0 and 7L10 and 7U1 acquired from Gokl Reids 
Property Company Limited during the previous financial year is scheduled to be treated 
through the Daggafontein plant commencing in September 1992. Ergo and East Daggafontein 
Mines Limited have jointly committed capital expenditure of R21 418 000 has been committed 
to this project Of this amount R10 718 000 had been spent at 31 March 1992. East 
Daggafontein Mines Limited is responsible for funding a further R5 350 000. 

4. The high grade slimes material acquired from ERPM, in which East Daggafontein Mines has a 
9.5% beneficial interest, will be treated through the Ergo Plant commencing July 1992. 

Final Dividend No 83 

A final dividend of 25 cents per share for the year ended 31 March 1992 has been declared in 

terms of the dividend notice set out below. 

For and on behalf of the board 


E P H Bieber (Chairman) 
C I von Christianson 


Directors 


Declaration of dividend No 83 

Notice is hereby given that a final dividend for the year ended 31 March 1992 of 25 cents per 
ahare has been declared payable on or about 12 June 1992 to shareholders registered in the 
books of the company at dose of business on 29 May 1992, Non-resident shareholders* tax 
will be deducted as applicable. 


By order of die board 

RBShead 

Company secretary 


Johannesburg 
13 May 1992 


ALLIANCE LEICESTER 

Affiance fc Leicester Buffifing Society 
£50,000,000 

Subordinated Variable Rate 
Notes 1998 

In accocdancc with the Term* and 
Condrocra of die Nona, notice it 
hereby given chat the Rate of 
Interest for the sixteenth Interest 
Period from Hth May, 1992, to Uth 
August, 1992, hat been fixed at 
10.975% per annum, bitenst pay- 
able on II* August. 1992, will 
amount do £275.87 per £10,000 
principal amount. 


D Bankers Trust 
Company, Lon 


Company, London AgamBank | 


ALLIANCE -“LEICESTER 
Affiance & Leiceste r Btabfing Society 
£150,000,000 

Hosting Rate Notes doe 1995 
In accordance with the provisions of 
the Notes, notice is hereby given 
that the Rate of Interest for the 
three month period ending Uth 
August, 1992 has been fixed at 
10.295% per annum. The interest 
accruing for such three month 
period will be £258.78 per 00,000 
Bearer Note, and £2^874fi 
per £100,000 Bearer Note, on 
ilth August, 1992 against pres- 
entation of Coupon No. 16. 

Onkm tank of Switzerland (£§2) 
London Branch Agent Bank W 

nth May, 1992 


ECU 350,000,000 

Kingdom of Belgium 
Floating Rote Notes due 1999 

Enosd in t«o tranches of 
ECU 200,000,000 Oat tranche) 

ECU 150.000,000 ( 2 nd truth*] 

For the period from Hay M, 1992 to 
August My 1992 the Notes wffi cany an 
interest rate of U8w% per annum with m 
htterwst mount of ECU 2L&79.5L bar 
ECU 100,000 Note. 

The relevant interest payment date wffl 
bo August U, 1992. 

Agent Bank: 

Baisqne Par ibas Lax em bomy 
Soaftfi Anonyme 


Halifax Building 
Society 

Boating Rate Loan Note! 1994 

Ftr tfac duel mon t h polod from 
l J May, 1992 to 13 Augna, 1992 
the Notes wiS bear interest X tfac rate 
of 10.225 per cent, per anman. 
The Coupon snsnmifi srifl be 
£128.51 per £5 ,000 Note sad 
CIJS5.lt per £50,000 Note, 
payable on I j Almost, 1992 

Mosgui Grenfell A Co. Limited 


Notketif Redemption to the Holden of .. 

The Council of Europe Resettlement Fund 

hlWWJU^MdOmvaeiHiMhbnfi 

¥10,000,000,000 
floating Rate Notes due !994 
(the "NoteO . '_ ■ . . 

Notice Is hereby gives that, pursuant to Coodraoo 6(b) of the Tents and 
Conditions of the Nates. The Council of Europe Resetflfcment Fond has elected 
to redeem on 29th Jane, 1992 (the "Redempbon Date”) all of the Notes ai their 
principal ambmit foteiest on the Notes .ml] cease to accnie an and after the 
.Redemption Date. 

. The Nan wfflta' paid, spon presentation wdsrarendcr thereof widt all 
coapocgiqyertaixiiDg the re to irvrniri ngaftertfaeRedem p tlonDige,ffltte offices 
of: . ' 

The Long-Term Credit Bank of Japan. Limited, Tokyo 
Banquc Inxcrnaponate a Luxembourg SA, Luxemboarg 
Morgan Guaranty Tnst Company rf New Yotk, Brussels 

The coupon due on 29tliJimc, 1992, should be presented fix payment in the 
bpmI manner. 

Notes and Coupons wfll become voirf a n taa prese n ted farpayment within a 
period of 10 years in the care of tfac Notes and5ycai3xntfaecase of tfaeCoupon* 
fiomtbe RelevamDate (as defined in Condition 7 of the Notes) relating thereto, 

PRINCIPAL PAYING AGENT . 

The Long-Term Credit Bank of Japan, I Anted 
2-40temadh 1-chome 


14th May, 1992 


Chjyoda-kn 

Tokyo 


Notice of Early Redemption 

Y&fl 3,000,000,000 


Unibank 

SparekassenSDS 

(novrUnfoankA/S) . 

7.8 per cent NlkM-Urifced Notes Due 1994 

Notice is hereby given In accordance with Coodtion 6(F) of the 
"terms and Conations ofthe Notes, that aft outstanding Notes wffl be 
no d oo med at an amount to be calculated as per GondBfon 6(G) on 
June 15, 1992 whan interest on the Notes wffi cease to accrue. 
Payment of Principal together with payment of interest in respect of 
Coupon No. 3 will be made in accor dan ce wflh Contffiton 5 of the 
Thrms and Corxfitions of the Notes, at tiie offices of any of the Paying 
Agents who continue to be listed In the. Items and Conditions of 
the Notes. 

By: TiwCtaea Manhattan BanfoKA. Jffite CHASE 

London, Racer Agent ■" - ■ 

May 14, 1992 . ■ ■ ~ . 


CMFT 


Caisse Nationals 
Telecommunications 


FF £00.000.000 

Adfustabfe Rote Series A Bonds due 1996 

(bsaedort MtrH 7999 
• ' .and ... 

FF 400000,000 

Adjustable Rate Series; A Bonds due 1996; 

tissued mS&xambtr 30, MOT. 
UncondfDooaAyr guaranteed by 

The Repubfic of France 


In accordance with the Conditions of the Series A Bonds, 
notice is hereby given that tor the interest period from . 

May 14. 1992 to May 14, 1993 . — . t- 

the Series A Efondsw# ; ' 

ceny an interest raw of i-d-'J Kntmegbmm 

9.02% per annum.. limfroBnifxxig 


DaimlerBcnz 

We hereby invite our sha rpholders to the. 

96th Anaual,Gea»at Meeting which will be held 
on Wednesday, Juhe 24, i 992 at10.00 a.rn. 
in the International Congress Centrum {ICC), 
Messedamfn-22, 1000 Berlin. : . 


Agpmfa. ;>•. 

1. Presentation of the Hnanclal statements, the' 
consolidated ffnanidd sta te me nts and the combined 
bumhiettraviewfor DaimieT-BmnzAktiengmsea»chaft 
l andthe Daimler-Benz group for the 1991 financial year, 
• — tofetherwith-tlwIteportofthoSupervieory Board. 

2. l tesolMtiosi cortoohtiny.tha dlatributlow of 
*it ,-una ppnopriated profit. . 

ttis proposed thata dividend of DM13 from the 
unappropriated profit for tiie 1991 financial year of 
‘ DM 605,4 million will be-^aW en-escb elifpble ordinary 
. share of DM50 par-value. 

~ 3. Foririar epproval af tfi* Brfrrd of Management’* actions 
for the .f 991 financial year. 

♦.Formal approval oftho8uperv fo oiy Board 1 # actions - 
1 fortin1991 ftnmM|BaL - 

g. Election of aitdltoriiHFbrtbe 1992- financial year. - 


Entitlement' to attantf the, Annual General Meeting antf to 
excercise voting "rights is restricted to shareholders who in 
accordance with the AitiddkofAssociation deposit their - 
. shares or the certificates ,o(] deposit of their shares at the 
latest by Wednesday, June 17, 1997 at the depository below 
' or with the cbrrrp&hy 0 ? WKfi'aTG&rmSn notary or a bank for 
-central depository of securities -arid leave them there until 
toe end of tig^ Annual Gen era f Meeting; 

.The depository Lnthe United Kingdom is Deutsche Bank AG, 
. -London Branch. ^ 

Shares can atm tgc ttejxujft® d “ n*® rrt 

'of a depository th£y are bfocked fi^^accburtt by e bank 


^rfotil the end I of this Annual Generai'Meeting. 

A copy of the 1991^ Annual Report as well as admission cards 
for the Annual Generai Meetingcanie obtained- from 
Deutsche Bank AG, London Brandy fi. Btehopsgate, 

London EC2P 2AT. i ' 

. , ■ 

Stuttgort-MQhringetvMay 14^,199?? ; 

*• ^ ■ '.v ’ ~ V- / • . 

Daimler-Benz Akiknge&all&chaft ' 

.The Board of Management ^ ' 
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. •: . INTERNATIONAL COI 

Sega agrees to pay $43m ,rwA . and 
in US patent settlement redraft hub 

By Robert Thomson fn Tokyo other makers, Nintendo of Sega’s rise to international ^Jq|- 


INTERNATIONAL COMPANIES AND FINANCE 


' By Robert Thomson fn Tokyo 

5EGA . Enterprises, the 
Japanese video game maker, 
has agreed to pay. warn- to -set- 
tle a patent dfepote with a US 
in rector. The agreement is- the 
-second large -US patent payout 
hy a Japanese technology com- 
pany in recent weeks. 

Sega, through its subsidiary, 
Sega of America, was to fight a 
333m Californian court award 
last month to tie inventor, Mr 
Jan Coyle. However the com- 
pany decided that the potential 
financial and public relations 
costs of ah appeal outweighed 
the likely benefits of the 
action. 

The dispute is over colour 
image-display technology used 
in video games, on which two 


other makers, Nintendo of 
Japan and Atari of the US, 
have already reached settle- 
ments with Mr Coyle. 

Sega and Sega of America 
will share the two-part pay- 
ment, S23m of which will be 
delivered next Monday, with 
the remainder due by August 
17, when the patent on the 
technology expires. 

Until the court ruling, Sega 
had celebrated dramatic 
growth in <?ii^ which Htmhkd 
in the year to the end of March 
to an estimated Y213bn 
(3L60bn). 

The company Is forecasting a 
pre-tax profit of Y33-4bn, also 
double tire amount of fiscal 
1990. 

Mr Hayao Nakayama, presi- 
dent and the architect of the 


Sega’s rise to international 
prominence, had condemned 
the US jiny system for allow- 
ing “amateurs" to decide on 
complex technical issues. 

“We have concerns about the 
jury’s level of understanding. 
This is a rather ample case 
and it is clear that we should 
be okay. We had certainly 
tflkpn professional advice, and 
our professional told us we 
would win,” Mr Nakayama 
said last month. 

The company's decision to 
settle follows a similar agree- 
ment by Minolta, the Japanese 
camera-maker, which agreed to 
pay 5127.5m to Honeywell, the 

US technology company, after 
a court ruled it had infringed 
patents for autofocus tech- 
nology. 


Campbell Soup up strongly 


By NMdTatt - 

STRONG volume gains in its 
core soups business helped 
Campbell Soup, the US food 
group, to report after-tax prof- 
its of $91. 5m in the ' three 
months to April 26. 

This represents a 20 per cent 
improvement on the S7B.4m 
' seen in the same period a year 
earlier; Sales were up margin- 

Du Pont may 
sell electrical 
connector unit 

By Alan Friedman 

DU PONT, the leading US 
chemicals company which last 
month agreed to buy the nylon 

business Of Im perial Hhamiral 

- Industries of the UK, y e ster day 
mM. it may try to sell its elec- 
trical connector division. 

The business, which employs 
3,200 people and has annual 
revenues of more than $400m, 
is to be. hived off as a wholly 
owned subsidiary so that 
-shares can be offered to the 
public. 

: Du Pont , indicated that the 
decision to sell shares would 
be made later in the year. The 
-connector -business itself is 
described by the company as 
.“moderately profitable”. 

In a separate development, 
Du Pont said it would cut 275 
jobs in its computer division to 
reduce costs as the latest step 
hi its plan to slash costs by 
$lbn by the end of the 
year. 

Brascan results 
down heavily 
in first quarter 

By Robert Gibbons 

BRASCAN, a key management 
holding company controlled by 
the Bronfman family of 
Toronto, forecasts that stron- 
ger commodity markets would 
bring some recover? in earn- 
ings tint; year. 

However, the company, 
which . owns 49 per cent of 
Noranda, Canada's biggest 
resource group, earned C$7 Am 
(US$6J3m). or 24 cents a share, 
in the first quarter, down 37 
per cent from a year earlier. In 
all of 1991, it lost CH&n, or 60 
cents* against profit of C$80m, 
or 40 cents a share. 

Mr Jack CockweD, president, 
told Brascan’s annual meeting 
that better metal and lumber 
prices would favour Noranda 
later this year. However, recov- 
ery in other sectors may be 
slow, he warned. The company 
is to retain its dividend of 
C$1.04 a common share. • 

Mr. CockweQ told the meet- 
ing tire company would not bid 
for Union Gas, one of Ontario’s 
two gas distributors. 


ally, by 3 per cent, to Sl-54bn. 

In the Campbell North 
Am erica division, operating 
profits rose 9 per cent overall 
to 5155.7m. the company said. 
Soup volumes were up ll per 
cent, helped by an acquisition. 
Strong volume performances 
were registered in VB juices 
and in Prego spaghetti sauces. 
However, frozen food sales fell 
sharply, as fierce price 


competition took its toll. 

The biscuit and bakery busi- 
ness reported an H per cent 
advance in operating profits. 
Campbell International saw a 
decline from 511.7m to $8.9m. 

On the international side, 
sales from continuing 
businesses were up by 3 per 
cent, excluding the effect 
of unfavourable exchange 
rates. 


Judge to review Apple 
copyright decision 


By Louise Kehoe 
In San Francisco 

APPLE Computer's $5.5bn 
copyright infringement suit 
against Microsoft and Hew- 
lett-Packard, the US computer 
companies, took an unexpected 
turn this week when a federal 
judge in San Francisco agreed 
to reconsider his decision to 
dismiss most of Apple’s argu- 
ments in the closely watched 
case. 

Apple filed suit in 1968, 
charg in g that Microsoft’s Win- 
dows program and HP’s 
NewWave software violated 
copyrights on the screen dis- 
play s of Apple’s Macintosh per- 
sonal computers. 

Last month Judge Vaughn 
Walker rejected Apple's con- 
tention that the overall “look 
and feel" of the computer dis- 
plays should be compared in 


order to determine whether its 
copyrights have been 

infringed. 

Instead, the judge compared 
elements of the displays and 
ruled that most were not origi- 
nal to Apple or were covered 
by a prior licensing agreement 
between Apple and Microsoft 

However, the judge has now 
reluctantly agree d to Apple’s 
request that he review his deci- 
sion. He said that he was 
“inclined to reject the motion 
for reconsideration out of 
hand". Nonetheless, recognis- 
ing the importance of the case 
to the entire computer indus- 
try. he granted Apple’s 
request 

However lawyers for Micro- 
soft and HP said that they 
were not concerned by the 
judge’s decision. “This is just a 
stay of execution,’' said one of 
HP’s attorneys. 


Central Guaranty clears 
hurdle in disposal plan 


By Robert GHjfeens 

CENTRAL Guaranty Trust the 
Canadian banking concern and 
a key company in the troubled 
Central Capital financial ser- 
vices group, won shareholder 
approval to sell two thirds of 
its business, including assets of 
C$7bn (US$5-80bn) and 97 bank 
branches. 

National Bank of Canada 
p lans to buy 48 Central Guar- 
anty brandies in Quebec and 
the eastern provinces, while 
Canada Trust, controlled by 
Imasco, would acquire 49 
branches in Ontario and west- 


ern Canada. 

Each would pick up C$3£bn 
assets and matching liabilities. 

The company is confident of 
winning regulatory approval 
from the federal government. 

Proceeds of the sale will 
go to shore up Central 
Guaranty's capital base. The 
remaining third of the busi- 
ness, in southern Ontario, 
includes 61 branches and 
C$5bn assets. 

If the federal government 
refuses to approve the deal, the 
whole of Central Guaranty 
would be back in play. 


Fletcher subsidiary sold 


FLETCHER Challenge, the 
New Zealand-based forestry 
and resources group, has sold 
Crown Packaging, part of its 
wholly-owned Canadian sub- 
sidiary Crown Forest Indus- 
tries, to United Packaging of 
Canada, AP-DJ reports from 
Auckland. The sale price has 
not been disclosed. 

Fletcher aims to sell around 
NZ$750m ($400m) of assets in 
its figeai year ending June 30 
so it can achieve a targeted 


debt-toequity ratio of 50 per 
cent That ratio stood at 52.5 
per cent in June 1991, when the 
company’s term debt stood at 
NZ$7S4bn. 

The group’s 72 per cent- 
owned Fletcher Challenge Can- 
ada am has also been selling 
assets. In December, it sold Us 
45 per cent stake in pulp and 
lumber producer Donhue-St. 
Felicden for C$12Qm ($3 00m) It 
also sold two sawmills in Brit- 
ish Columbia. 


Pearlstine to leave Wall St Journal 


MR Norman - Pearlstine, 
executive editor of The Wall 
Street Journal and its manag- 
ing editor from 1983 to 1991, is 
to resign from Dow Jones at 
the end of June, AP-DJ reports 
from New York.. . 

He plans to start a company 
that will invest and engage in 
a variety of media activities. 


He will be succeeded In 
overall responsibility for 
The Wall Street Journal’s 
news department by Mr Paul 
Steiger. 49, the newspaper’s 
- man aging editor. Steiger 
ms also named a vice-presi- 
dent of the Journal and a mem- 
ber of the Dow Jones manage- 
ment committee, positions held 


by Mr Pearistine. 

Mr Pearistine will continue 
over the next year to serve as a 
consultant to SmartMoney, 
Dow Jones’s joint-venture mag- 
azine with Hearst, and will 
also be a consultant to Dow 
Jones on book and television 
projects In which he has been 
involved. 


Peru steps up campaign to sell airline 


By Sally Bowen in Lima 

PERU has moved forward to 
August the sale of Aeropero. 
' the state airline, according to 
Admiral Dante MateWni, the 
carrier’s president. . . 

- - The government has acceler- 
ated its privatisation pro- 
gramme and placed a $50m 
price tag on the airline. Several' 

. large' international carriers - 
including Iberia, Continental 
and Singapore Airlines - have 
' expressed interest. : ■ 

. Two firm bids have been sub- 

- mitted, one of them Involving 


tire company's pilots and possi- 
bly an outside airline. The 
other is from a consortium of 
Taca (Transport es Aereos de 
Centro America) and a Peru- 
vian-transport group headed 
by entrepreneur Mr Rodriguez 

RanilB. 

The consortium is offering 
around $25m cash plus further 
investment of between SlOOm 
and 5150m In a new fleet. 
Under this proposal, the gov- 
ernment would probably retain 
a percentage of the shares tem- 
porarily, and sell them later on 
fhe local stock exchange. 


Aeropero was independently 
valued at $54m six months ago; 
its routes account for around 
half that. Its eight aircraft, 
only five of which are opera- 
tional, are worth some $l5m_ 
Other assets include a site at 
Lima’s Jorge Chavez airport 
and administrative buildings. 

The company is presently 
running up an operating loss of 
$L5m a month, mainly due to 
overstaffing. It plans to cut its 
workforce of 1,800 by around 
hall The government has come 
up with 56m to cover redun- 
dancy payments for 800. 


Beer division bolsters SA Breweries 


By Nikki Tali 
in New York 

TRANS World Airlines, the 
bankrupt US carrier owned by 
Mr Carl Icahn, has renegoti- 
ated a deal with American Air- 
lines, the much larger Dallas- 
based carrier. It involves the 
sale of TWA’e landing slots 
and gates at Chicago's O'Hare 

airport. 

The deal was originally part 
of a large- asset sale package 
agreed between the two air- 
lines in late 1990. The Chicago 
slots and gates were to be sold 
by TWA for 570m, and the air- 
line said it would shift 
operations to Midway Airport, 
Chicago's second airport 

Under the new arrange- 
ments, the sale price for the 40 
landing slots and three gates 
comprises a 5500m zero-cou- 
pon note payable in monthly 
inst alments over 20 years. 
TWA is still talking of moving 
to Midway. However, under 
the new deal, it also retains 
the right to nse one of the 
gates. Neither American nor 
TWA had any immediate 
explanation for the changed 
structure of the deal. 

TWA, whose operating 
losses in the first quarter of 
this year were almost 5100m, 
has faced opposition to previ- 
ous asset sales transactions in 
the bankruptcy court - nota- 
bly from the Pension Benefit 
Guaranty Corporation, the fed- 
eral agency which has argued 
that sale proceeds should be 
used first to repair TWA’s pen- 
sion plan defidL 

The new agreement is sub- 
ject to various dosing condi- 
tions. 


MGM-Pathe 
seeks Orion 
release link 

MGM-Pathe Communications 
hag made a non-binding pro- 
posal to distribute Orion Pic- 
tures’ unreleased motion pic- 
tures and its library products, 
AP-DJ reports from California. 

MGM said it would make an 
advance under a distribution 
agreement and provide a line 
of credit for print and adver- 
tising expenses. 

It said its proposal con- 
tained an option for it to pur- 
chase the film assets of Orion. 

Terms of the MGM proposal 
were not disclosed. 

Although Orion, which last 
December filed for Chapter 11 
bankruptcy protection from 
creditors, has 10 films ready 
for release, it has lacked the 
funds to do it 

An agreement with Orion 
would give MGM-Pathe films 
to send through its existing 
distribution pipeline. MGM- 
Pathe needs more films to 
release because its prolonged 
legal and financial problems 
have baited production. 

MGM said that the proposal, 
if accepted, would effectively 
benefit MGSTs distribution 
infrastructure and make the 
most of the value of the Orion 
library and also the nnre- 
Ieased motion pictures. 

MGM-Pathe is principally 
owned by Credit Lyonnais fol- 
lowing the bank’s recent fore- 
closure on MGM'5 stock. 

Net income 
slips to S4.4m 
at Berlitz 

By Koran Zagor In New York 

BERLITZ, the US language 
instruction company, has 
turned In first-quarter net 
income of $4w4m, or 23 cents a 
share, against |5.9m, or 15 
cents, a year earlier. 

Operating income in the 
quarter foil to 54.4m from $7m, 
while sales rose to 568.3m 
from 564.8m. The company 
attributed the decline to eco- 
nomic slowdown in Japan and 
Europe and continued 
expenses related to the expan- 
sion of Its translation busi- 
ness. 

Macmillan, the US publish- 
ing subsidiary of Maxwell 
Communication Corporation 
(MCQ owned 56 per cent of 
Berlitz shares. The ownership 
of the stake is the subject of 
litigation. 

Berlitz's interest income 
from affiliates fell 53.9m to { 
51.7m, reflecting payment 
defaults of the notes from MCC 
and some MCC affiliates in the 
1991 fourth quarter. MCC has 
filed for protection from credi- 
tors under Chapter 11 of the 
Federal bankruptcy code. 

Berlitz reiterated that pre- 
ferred stock dividends have 
been suspended and are not 
expected to be paid in the fore- 
seeable future. In the 1991 
first quarter, the preferred 
stock dividend reduced net 
income available to common 
shareholders by 53.1m. 


By Philip Gawtth 
in Johannesburg 

A STRONG performance from 
the beer division of South Afri- 
can Breweries (SAB) helped 
the consumer goods group 
overcome severe recession and 
record Improved earnings in 
the year to the end of 
March. 

Mr Meyer Kahn, executive 
chairman, described economic 
conditions in South Africa dur- 
ing the year as the worst in 50 
years. He said he was 
“relieved" at the group’s per- 
formance, given Use current 
environment 

Turnover rase 10 per cent to 
R17.7bn (56-2bn). Operating 
profit rose 5 per cent to 
RL82bn, while attributable 
profit was up 10 per cent at 
R779m - significantly higher 


than analysts’ predictions of 
flat earning growth. 

The share of attributable 
profi t s from the beer division 
rose to 60 per cent or R465m. a 
16 per cent increase over 1991. 
profit from other interests rose 
by 2 per cent to R314m. 

Although there was negligi- 
ble volume growth in the beer 
division - for the first tune 
since the 1983-1985 period - Mr 
Kahn said it was a "formidable 
performance," given the 
decline in consumer spending. 

He attributed the continued 
growth to efforts to keep beer 
prices competitive against 
other consumer goods. He said 
price increases in recent years 
have been held to 80 per cent 
of the inflation rate. 

Mr Kahn said the beer divi- 
sion’s performance reflected 
relative resistance of beverage 


sales during an economic 
downturn compared with dura- 
bles such as furniture and tex- 
tiles, in which the group has 
large interests. 

He said private consumption 
expenditures in South Africa 
had declined 5 per cent during 
the year, reflecting the “par- 
lous financial condition" of 
most consumers, while the 
“turbulent" socio-political envi- 
ronment had also undermined 
fragtie consumer confidence. 

Mr Kahn said (he level of 
real economic activity had 
declined in all the group's 
main retail areas. Earnings 
dropped 37 per cent at super- 
market chain OK Bazaars; by 
35 per cent at retailer Amrel; 
and by 35 per cent at furniture 
company AfcoL 

Edgars, the fashion, footwear 
and apparel group, lifted 


earnings by 5 per cent 

Mr Kahn said beverage 
exports had almost doubled in 
the past two years. He said 
SAB would continue to focus 
on exports, but he anticipated 
an average 5 per cent annual 
sales growth in the domestic 
market. Earning from foreign 
operations were about 10 per 
cem of the total. 

Looking ahead. Mr Kahn 
said that although he believed 
the recession had hit bottom, 
he saw little meaningful eco- 
nomic improvement before the 
first quarter of 19®. He pre- 
dicted an earnings increase for 
1992-1993 similar to that id the 
current year. 

Earnings per share uicirased 
by io per rent to 290 cents, 
with the dividend up by a simi- 
lar margin to 130 cents A scrip 
alternative was offered 


Brewing side helps Molson out of red 


By Robort GIbbens 
in Montreal 

MOLSON. the diversified 
Canadian group, has returned 
to the black In the year to the 
end or March, buoyed by solid 
performances in its brewing 
and special chemicals busi- 
nesses. 

The group reported a profit 
of C5l26.2m (US$106.00). or 
CS2-2S a share, for the year, 
against a loss of CS39m. or 72 
cents, after special charges a 


year earlier. Earnings for the 
1991-1992 year were in line with 
analysts' forecasts. 

The 1990-1991 charges cov- 
ered full provision for Molson's 
equity investment in 
Australian-based International 
Brewing Holdings, equal to 
C$2.93 a share. Excluding the 
provision, the group realised a 
profit of CSlI85m, or CSL21 a 
share. 

Revenues in the current year 
were C$2.9bn against Ctl5bn. 

Brewing and special chemi- 


cals provided the thrust in fis- 
cal 1991-inyj The brewery 
business’s operating profit rose 
7 per cent tu C$172 8m. 
reflecting the effects of the 

rationalisation programme. 
The improvement came even 
though overall industry sales 
declined in Canada. 

Molson now has almost 52 
per cent of the domestic mar 
ket US sales rose 2.1 per cent 
and accounted for 19 per ern: 
of the US imported beer mar- 
ket. 


Divar^ey. the speciality 
chemicals concern, saw operat- 
ing profit Jump 62 per cent tu 
C$75J>m on saki. of CS1 2bn 
The upturn reflected the inte- 
gration of DuRok ntcmicals, 
acquired last April, and au 
improved market share in the 
US 

Although silk's at the build 
ing materials retailing subsid- 
iary' improved, operating profit 
dipped 2H per cent tu CS21UI. 
The outlook is belter for the 
current year 


Daiwa Bank may bail 
out Yanmar Diesel 


Toyoda Auto Loom 
tumbles 20% pre-tax 


By Emlko Terazono in Tokyo 

DAIWA Bank, a Japanese 
commercial hank, is consider- 
ing a plan to shore up the 
finances of Yanmar Diesel 
group, led by the leading Japa- 
nese diesel engine maker. The 
group faces big losses on its 
securities investments because 
of the sharp fall In the Tokyo 
stock market. 

Yanmar said it had unreal- 
ised losses of Y50bn (5376m) at 
its two finance subsidiaries. 
The group has asked Daiwa 
and other leading commercial 
banks such as Sanwa Bank. 
Sumitomo Bank and Fuji 
Bank, for cheap loans. Bank 


loans to Y anmar ** two affili- 
ates total over YllObn. 

The move comes at a time 
when many Japanese compa- 
nies. which rushed to invest in 
the bull market of the late 
1980s. are experiencing prob- 
lems. An increasing number of 
companies are expected to turn 
to banks for support 

A spate of company rescues 
is expected to erode bank profit 
margins. Klein wort Benson in 
Tokyo expects city banks’ prof- 
its to suffer in the next three to 
four years because of problem 
loans of up to Y25,000bn. Klein- 
wort reckons 30 to SO per cent 
of such loans may be 
unrecoverable. 


By Stefan Wagetyl in Tokyo 

TOYODA Automatic Loom 
Works, a leading Japanese 
machinery-maker and the orig- 
inal company of the Toyota 
Motor group, yesterday 
reported its first fall in annual 
pre-tax profits in five years. 

The figure fell 20.3 per rent 
in the year to March, to 
Y24.1bn ($151.20m). as margins 
were squeezed by rising costs. 
Sales growth, meanwhile, was 
hit by the slowdown in indus- 
trial investment. Sales were 
flat at Y583.4bn. 

Sales fell 10.6 per cent in tex- 
tile machinery; 13 per cent in 
forklift trucks; and 17.4 per 


This announcement appears as a matter of record only. 


cent in parts far car air-cniull- 
t toners. Car- related business, 
including assembly work car 
ried out under contract for 
Toyota, increased HA per cent. 

The company said it saved 
Y-lbn through rationalisation, 
but suffered a Y2bn foreign 
exchange loss, a Y4bn Increase 
in labour costs, and a Ya.-ibn 
rise in other costs. U also saw 
a Yi.Gbn drop in non-operating 
profit. 

• Toyoda Machine Works, a 
leading machine tool maker 
and also a Toyota group com- 
pany, reported a 75.3 per cent 
plunge in pre-tax profits, to 
Y2.6bn, on a soles decline of 2.4 
per cent to Y174.6bn. 
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French table plan to 
boost share buying 

By William Dawkins in Paris 


THE FRENCH government 
yesterday tabled hotly awaited 
plans to encourage private 
individuals to buy more 
shares, so as to channel more 
of the nation's savings to its 
undercapitalised companies. 

Mr Michel Sapin, the finance 
minister, presented the 
scheme, christened plan 
d'epargne personnel m actions 
(Pep! at yesterday’s cabinet 
meeting. Parliament will be 
asked for approval in the 
autumn so that investors can 
start placing cash in the cur- 
rent tax year. 

The scheme would allow 
individuals to put FFr300.000, 
or couples to Invest FFrl.2ra, 
in shares for a minimum of six 
years or a maximum of eight, 
and to receive dividends and 
capital gains tax free. Shares 
in both quoted and unquoted 
French companies are permit- 
ted, as are unit trusts, known 
as Sicavs in France, so long as 
they are invested in equities. 
Shares in Peps can be sold 
within the time limit so long as 
the proceeds are Immediately 
reinvested. 

The idea was launched by Mr 
Pierre Beregovoy, the prime 
minister, while he was finance 
minister, as a way to reinforce 
French companies’ equity 
bases, which a series of sur- 
veys have shown to be weak by 
their main competitors' stan- 
dards. 

Peps are also designed to 
entice savers to invest in par- 



Pierre Beregovoy: launched 
idea when finance minister 


t ial privatisations, which Mr 
Michel Charasse. the budget 
minister, has estimated will 
raise around FFrlObn for the 
government this year. Esti- 
mates of total demand for the 
new Peps vary from FFrf!0bn to 
FFr40bn per year. 

The scheme follows a similar 
model to the plan d’epargne 
populaire. which was intro- 
duced two years ago and offers 
tax breaks for investments in 
bonds. It has raised FFr240bn 
to date. 

However, the equities Pep is 
likely to disappoint stock mar- 
ket professionals, who had 
been urging more generous tax 
benefits. Critics also point out 
that it does nothing to solve 
the wider problem of the very 
small number of company pen- 
sion funds in France. 


Zurich 
Insurance 
lifts income 
and payout 

By Ian Rodger in Zurich 

ZURICH INSURANCE said 
both its life and non-life busi- 
nesses contributed to an 11.7 
per emit rise in net income in 
1991 to SFr43L8m ($2&4.00m). 

The group Is raising Its divi- 
dends and launching a cme-for- 
elgbt rights issue to raise 
SFr3l0m. The voting and 
bearer shares and participa- 
tion certificates will then be 
split, so as to double the num- 
ber of shares and PCs issued. 

Gross premiums rose 13.2 
per cent to SFrl9.2bn last 
year, with acquisitions contri- 
buting about a third of the 
growth and the weakening of 
the Swiss franc another third. 
Investment income rose 15.5 
per cent to SFr3.7bn with total 
investments amounting to 
SFr59bn at the end of the year 
compared with SFrSObn. 

Consolidated capital and 
surplus rose IS per cent to 
SFr&9bn before appropriation 
of the 1991 profit 
The directors propose divi- 
dends on the old equity base of 
registered and bearer shares of 
SFr7Q, compared with SFr66, 
and on the participation certif- 
icates SFt 35 compared with 
SFr33. 

The rights will cost around 
SFrl.100 for each SFrlOO par 
value registered and bearer 
share, and SFrSSO for each 
SFr50 participation certificate. 

Most of the proceeds of the 
issue will be applied to dou- 
bling the par value of the 
shares and PCs. They will then 
he split two-for-one. 

Zurich has also decided to 
remove its ban on registering 
foreign owners of its regis- 
tered shares, but has estab- 
lished in its place a 3 per cent 
limit on any individual hold- 
ing of the registered shares. 

Mr Rolf Hanggi, deputy chief 
executive, said the transac- 
tions were aimed at improving 
liquidity of the group's equity 
and providing shareholders an | 
additional tax efficient return 
on their investment 
The funds were being raised 
now because stock market con- 
ditions were favourable. They 
would be used to finance cur- 
rent business. 


Steady growth at Aegon 
shown in opening quarter 


By Ronald van de Krai 
In Amsterdam 

AEGON, the Netherlands' 
second-largest insurer, said 
yesterday that it posted a 12.3 
per cent rise in operating profit 
in the first quarter of 1992, 
although growth in net profit 
was held to just 1.5 per cent 
because of reduced gains on 
the sale of shares and property 
investments. 

Net profit was slightly 
higher at FI 193m ($104m) com- 
pared with Fl 190 -2m a year 
earlier. Operating profit, how- 


ever, saw more marked growth 
to Fl 187.7m from Fl 167.1m. 

This reflected a 8.75 per cent 
rise in operating earnings in 
its core life-insurance business, 
as well as strong improve- 
ments in non-life insurance 
and miscellaneous activities. 
Operating profit from health 
and accident insurance eased 
to Fl llm from FL 12m. 

Total turnover rose by 13.2 
per cent to Fl 4A3bn. The com- 
pany said turnover and earn- 
ings in the US were considera- 
bly higher, but it gave no 
details. 


Investors puzzle over German borrowing 

Public sector funding could place a strain on the bond market, writes Simon London 


German public sector defat 

DM billion 



1990 91 92 93 94 95 


Soots: NRf 


G ERMANY’S public sec- 
tor finances are again 
stirring the interest of 
investors and analysts anxious 
to know how much the govern- 
ment will borrow from the 
bond market this year. 

Mr Then Waigel. German 
finance minister, said last 
week that federal government 
borrowing is likely to fall to 
DM40bn in 1933 from DM45bn 
($27.2hn> this year, largely 
because tax revenues have 
been higher than anticipated. 
He has also proposed an aus- 
terity programme aimed at 
reducing government borrow- 
ing. 

Borrowing by “off balance 
sheet" government agencies 
set np to promote the economic 
reform of eastern Germany - 
such as the Treuhand and 
European Recovery Pro- 
gramme (ERF) - stays high. 

Analysts’ estimates of the 
total German public sector def- 
icit this year, including all gov- 
ernment-backed funds and 
agencies, range from DMlSObn 
to DM210bn. up from around 
DM170bn in 1991. 

How much will be financed 
is the bond market remains an 


open question. For example, 
the Treuhand, set up to man , 
age state-owned east German 
industry ahead of privatisa- 
tion. has so far funded only in 
short-term markets. But it may 
start long-term bond issuance 
in the second half of this year, 
competing directly for funds 
with the federal government 
Equally, the ERP, set up to 
help with economic develop- 
ment in eastern Germany, is 
borrowing for the first time 
this vear, ai min g to raise 
DM25bn. 


Mr Giorgio Radaefii, interna- 
tional economist at Lehman 
Brothers, noted that bonds 
account for 56 per cent of all 
outstanding German public 
sector debt, broadly defined. 
Using this rale of thumb, the 
market could be asked to 
absorb DMllObn new bnnds. 
Unity bonds and quasi-govern- 
ment debt instruments this 
year. 

Others are less pessimistic. 
Mr Stefan Schneider, analyst 
at Nomura Research Institute, 
estimated total public sector 


bond market borrowing of 
around DMSObn. 

But to this must be added 
refinancing of outstanding 
debt, running at DMSObn 
according to government fig- 
ures. 

Hence total bond issuance is 
li k ely to reach- at least 
DMlSObn, possibly as high as 
DM240bn. once borrowing by 
the post office and the state- 
owned rail system is included. 

Whatever the eventual out- 
come, borrowing on this scale 
could place a strain on the 
bond market. There are 
already signs of resistance, 
especially when market condi- 
tions are weak. 

Last week, for example, the 
ERP launched a debut DM5bn 
10-year bond issue, but only 
around half the paper could be 
sold into a weak market. 

Analysts are split over 
whether government borrow- 
ing will depress bund prices for 
Che rest of the year. 

Among the more optimistic 
forecasts, Mr Schneider pre- 
dicted 10-year bund yields of 
around 7.5 per cent by the sum- 
mer, from close to 8 per cent 
yesterday, as the government's 


deficit reduction package and 
better inflation figures improve 

sentiment. 

The impact of large-scale 
public sector borrowing will 
probably depend on the 
broader economic outlook »r 
inflation and interest rates. 

-In a bull market supply can 
be totally benign - in feet It 
can help to improve liquidity," 
commented Mr Klaus Baader. 
bund market analysts at UBS 
Phillips & Drew. 

O ver the medium tenn, 
most observers now 
agree that Germany's 
total public sector debt out- 
standing will balloon from 
DMUTGbo in 1991 to around 
DM2.000bn by 1995. 

This will push the debt up to 
at least 55 per cent of GNP. and 
possibly as high as 70 per cent, 
depending on assumptions 
about growth. 

Even at the lower end of 
expectations, this is only a 
whisker away from the 
60 per cent limit set in the 
Maastricht treaty for countries 
which can proceed to the next 
stage of European monetary 
union. 


SEB’s long-term debt rating downgraded 


By Robert Taylor 
in Stockholm 

THE LONG-TERM debt rating 
of Skandinavzska Enskiida 
Banken. Sweden’s largest com- 
mercial bank, was reduced yes- 
terday by Moody’s Investors 
Service to Aa-3 from Aa-2 in a 
further blow to its prestige. 

The New York rating agency 
said the bank "will experience 
ongoing asset quality stress, 
particularly in its domestic 
loan portfolio". SEB's earnings 
growth would be limited, it 
added. 

However, the rating agency 


noted that SEB is currently 
exhibiting strong capital ratios. 
It said that the bank's ratings 
for short-term deposit obliga- 
tions and commercial paper 
was not under review and 
remained at Prime-1, although 
the rating on SEB's long-term 
deposit obligations has also 
been reduced to Aa-3. 

Moody’s action is a further 
sign of the continuing troubles 
at SEB which recorded a 30 per 
cent drop in operating profit 
last year following SKr4.76bn 
(8813.7m) of credit loss provi- 
sions and a SKrSOOm loss on 
the disposal of a 282 per cent 


share option in Skandia, the 
insurance group it failed to 
take over. 

The credit re-rating will add 
farther pressures on SEB as it 
awaits impatiently the arrival 
of its third chief executive in 
three years - Mr Bjorn Sved- 
berg. the former chief execu- 
tive of Ericsson, the Swedish 
telecommunications group. He 
takes over from Mr Bo Ramfors 
in September 

Last week’s move by. the 
Swedish state to nationalise 
the whole of Nordbanken, 
the country's loss-making sec- 
ond largest commercial bank. 


in a rescue operation has 
added to the pressures on SEB 
and the rest of the private sec- 
tor. 

Mr Curt Olsson. SEB chair- 
man, complained that while he 
accepted the Swedish govern- 
ment had no real alternative 
but to take over Nordbanken, 
in doing so It distorted 
competition in the banking 
system. 

Moody’s also downgraded the 
long-term debt and deposit 
obligation ratings of Swed- 
bank, the central bank for Swe- 
den's savings banks, from Aa-2 
to AL 


Moody’s places Bell Canada bonds under review 


By Robert Gibbons 
in Montreal 

MOODY’S Investors Service in 
New York has put Bell Cana- 
da's long-term debt under 
review because of the possibil- 


ity that the federal government 
may approve competition in 
the domestic long distance 
market. 

The regulatory decision is 
expected in Ottawa in 
mid-June although it could 


possibly be delayed until the 
autumn. 

Bell Canada, part of the BCE 
group, is the country's biggest 
telecommunications company 
and has an effective monopoly 
on the domestic market. 


Bell Canada has C$5bn in 
long-term debt outstanding, 
including first mortgage bonds 
and unsecured debentures. The 
issues are rated double A-l and 
double A-2. or the highest pos- 
sible level for a corporation. 


Fondiaria’s 
profits rise 
to L68.7bn 

By Haig Shaonkm 
in Milan 

FONDIAR1A, the holding 
company of one of Italy’s big- 
gest insurance groups, had net 
profits of L68.7hn ($55.2m) in 
1991, the first full year in the 
group's current, form. 

Over the past year. Fondteria 
has confirmed its position, as 
one of Italy's most dynamic 
insurance companies, with the 
acquisition of the Latina group 
of companies , controlled by Mr 
Carlo De Benedetti and the 
purchase last month of a 20 per 
cent stake in A&chener und 
MQnchener Betefligungs, . Ger- 
many's second largest Insurer. 

Consolidated group profit fig- 
ures wifi not be available until 
next month. But Fondi aria's 
group premiums rose 13 per 
cent to L5,Q21bn last year, 
making it ftaly's third biggest 
private sector insurance group. 
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This announcement appears os a matter of reconi only. 


THE BANK OF NEW YORK 

is pleased to announce 
the establishment of a 


SPONSORED AMERICAN DEPOSITARY 
RECEIPT (ADR) FACILITY 


for 


Dresdner Bank O 

NASDAQ Symbol: DRSDY 
Ratio (10 ADRs : 1 ORD) 


THE 

BANKOF 

NEW 

YORK 


For further information regardingThe Bank of New Yorks ADR Services, 
please contact Kenneth A. Lopian in New\brk (212) 815-2084, Michael 
McAuliffe in London (071) 322-6336 or Rainer Wunderlin in Frankfurt 
(49-69)7141-226. 


S A KURA HOLDINGS S-C.A. 

Soci£te en commandite par actions 
33, boulevard du Prince Henri, L-I724 Luxembourg 
R.C, Luxembourg B 39 725 

NOTICE OF ANNUAL GENERAL MEETING 

is hereby riven that the annual general meeting of shareholders 
Sakura Holdings S.C.A. will be held at the registered office at 3 
buulevara du Prince Henri, Luxembourg on 1st June, 1992 at 11' 
a.m. i local time) with the following agenda: 

). Submission of the repons of the Manager, the 
Supervisory Board and Statutory Auditor. 

2. Discharge of the Manager, of the members of the 
Supervisory Board and of the Statutory Auditor. 

3. Statutory elections. 

4. Miscellaneous. 

Holders of bearer shares who wish to attend the annual gener 
meeting must deposit their shares on or before 27th May, 1992 wi 
Sakura Bank (Luxembourg) S.A.. 33, boulevard du Prince Hem 
l- f /_4 Luxembourg, where proxy forms may be obtained. 
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Floating Rate Capital Notes due 1994 

2 f 

s 

In accordance with the provisions of ebe Notes, notice hi 


as 

herebv given that die Rate of Intense for the Period 15th 



May, 1992 to 16th November, 1992 bas been fixed at S'/M 

55 

=§ 

per annum. 
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The Coupon Amount in respect of U.S. 510,000 nominal of 


~ 

the Notes will be UJS. £269.72 
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The Interest Payment Date will be 16th November, 1992. 
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Agent Bank 

S3 

1 

Samuel Montagu & Go. Limited 
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NOTICE TO BONDHOLDERS 

City of Copenhagen 

30,000,000 European Units of Account 
7% 1978-1993 Bonds 


Pursuant to the pravsions of the Purchase fund, notice is hereby 
given to Bondholders that no Bonds have bsen purchased for the 
Purchase Fund during the twelvemonth penod from NtayZ 1991 
to May 1. 1SS2. 


Amount outstanding: UA 16^33.000 
Luxembourg. May 14, 1992 



Ttte Facet Agent 

KretSotbank 

Luxemixitwy 


GENERAL MANAGER 

for the Onassis Cardiac Surgery Centre 
in Athens, Greece 

Candidates must have a Bachelor’s degree 
(Greek or Foreign) and working experience in 
administration in the private or public sector. 

They must have a fluent command of spoken and 
written English and should submit their 
application, with supporting documents, not later 
than 25-5-92 to: 

Mr Ath. Liapis 
19 AL Soutsou Street 
106 71 Athens 
Greece 


SAFRA REPUBLIC HOLDINGS S. A 
Luxembourg 

Dividend Payment 

At the Annual General Meeting of Shareholders held in 
Luxembourg on May 13, 1992, it was resolved that a 
dividend of USS 2.00 per common share be payable for the 
year 1991. 

The dividend wifi be payable from June 1, 1992 in respect of 
bearer shares at any one of the offices of the Company’s 
paying agents on snrrender of coupon No. 4. 
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Norwegian 
bank sector 
cots losses 
in quarter 

HAVING reached record Levels 
last year, Norway’s troubled 
bank sector cut Us losses by 
almost half in the first Quarter 
of 1992, AP-DJ reporte from 
Stockholm. 

According to a survey by the 
Norwegian banking associa- 
tion, - Norway’s commercial 
banks -made a co3Bbfned .net 
lose of NKr889m In the three 
months, down from a 
NKrL67bn less in the 
quarter a year earlier. 

The imp rovem ent stemmed 
from cost-cutting at the oper- 
ating level as well as reduced 
provisions to cover lasses an 

loans and writedowns. 

Improved interest set income 
also helped. 

Operating costs were 
re duced to NKx&GSbn m the 
quarter from NKCLffftm a year 
earlier, while loan losses by 
co mme r cial banks shr ank to 
NKxHJHbn from N&r2J»4bn- 

While the loan loss figures 
represented a 19 per emit 
reduction, loan losses 
remained the main obstacle to 
profitability in the Norwegian 
bank sector, analysts said. 

They also warned against 
placing too much emphasis on 
first-quarter results. 


Treasuries ahead despite strong retail sales 


By Karan Zagor in New York 
and Richard Waters In London 

OS Treasury prices wavered 
yesterday morning following 
the release of two sets of eco- 
nomic data for April, but by 
mid-session the market had 
moved di ghtly higher. 

In late trading, the Trea- 
sury’s 30 -year bond was up A 
at 10HS. yielding 794 per cent 
The two-year note was !4 
higher with a yield of 5JB per 
cent 


GOVERNMENT 

BONDS 


The Federal Reserve entered 
the open market to arrange 
overnight system repurchase 
agreements when Fed funds 
were trading at 3ft per cent 
The operation, which adds 
liquidity to the hanting sys- 
tem. was more aggressive than 
expected and left some players 
perplexed about the Fed’s 
intentions for monetary policy. 

Shorter-dated maturities 
firmed as Fed funds fell as low 
as 3% per cent in the afternoon 
before pipfcigg up to 4 per cent 
in late trading. The Fed's per- 
ceived target for the rate is 3V« 
percent. 

Expectations of a near-term 
easing of monetary policy were 
dampened by the release of an 
unexpectedly strong retail 


sales report for AprfL Retail 
sales dimbed 09 per cent, well 
above the 0.4 per cent increase 
widely expected. However, the 
March figure was revised to 
show a 1 per cent decline from 
a previously-reported fall of 0.4 
per cent 

There was no real surprise 
from April's consumer price 
index, which rose 0-2 per cent 

■ LONGER -dated UK govern- 
ment bonds gained about % of 
a point yesterday in thin trad- 
ing as investors focused their 
attention on the publication 
this Friday of the latest retail 
price index figures. 

Market estimates put the 
April year -on -year headline 
inflation rate at anything from 
49 per cent to 5 per cent, com- 


pared with the 4 per cent rise 
recorded in Mjurh The diffi- 
culty of assessing the phasing 
out of the community charge 
{or poll tax) and the effects of 
VAT changes accounts for the 
wide discrepancy in views. 

Whatever the outcome, the 
latest RPI number may be a 
poor guide to the future - and 
Mr Norman Lament, the chan- 
cellor. yesterday again stressed 
bis view that inflation will con- 
tinue to fall in the UK. 

Yesterday's rally, helped by 
five firmness of sterling, saw 
the yield on 10-year gilts Call to 
within 133 basis points of their 
German equivalents, down 
from about 140 basis points a 
week ago and about their lows 
for the year so far. Tbs 9% per 
cent gilt due 3002 yielded 949 


Trading bi government 

bond future* 

Hata of fiAses ta cash transactions 
In government securities 



The French and German 

government bond fiUnr e s 
markets are the most active 
when compared with the level 
of trading in the underlying 
ra<h markets, according to 
the Bank for International 
Settlements. Lower 
transaction costs and greater 
liquidity are its explanation 
lor the substitution of futures 
trading for cash market 
activity in these countries. 
Turnover in Italian bond 
futures accounted for one 
tenth of cash market trading. 


per cent by the end of the day. 
down from 9.16 per cent the 
day before. Of longer-dated 
issues, the yield an the 9 per 
cent bonds due 2008 foil from 
9.03 per cent to 899 per cent on 
the day. 

On Iiffe. the long gilt futures 
contract rose from 9&S to 99£ 
in moderate trade. 

Friday Is expected to bring 
the latest announcement of 
farther supply to the gilt mar- 
ket, with the market expecting 
anything up to Sibn m the 
form of a tap stock. 

■ WHILE other European 
bond markets moved around it, 
the cash market for German 
government bonds remained 
little chapged. 

Most investors continued to 
await the outcome of wage 
negotiations involving 1G Met- 
aU, the 4m-stroog engineering 
union. Union leaders threat- 
ened a strike ballot next week 
- thought all the more likely 
given the outcome of German 
public sector workers' strike. 

On LUTe bund futures gained 
nearly 20 basis points, rising 
to 8744 in late trading. 

■ A SHARP appreciation in the 
yen drove a sharp rally in Jap- 
anese government bonds yes- 
terday. As the yen strength- 
ened to 129.93 against the 
dollar, a gain of some Y1.5, 
bond yields tightened. The 
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yield on the bond No 129 dosed 
at just under 5.5 per cent, 
down from 5.6 per cent. 

The market returned to its 
levels of about a month ago. 
before tumbling share prices 
and concern about the weak- 
ness of the banks drove yields 
up to over 5.7 per cent 

■ FRENCH government bonds 
advanced strongly against Ger- 
man bonds yesterday morning 
on the back of a strong cur- 
rency. However, profit taking 
took DATs bark to their open- 
ing levels by the rad of the 
day. 


Having closed yesterday on a 
yield some 62 basis points 
above German bunds. 10 -year 
French government OATs 
closed to about 57 paints before 
retreating to yesterday's level. 
The 8.5 per cent OAT maturing 
in 2002 dosed unchanged on a 
yield of 8.57 per cent. 

Traders were said to have 
switched to shorter dated 
paper in the hope of a further 
interest rate cut on the back of 
the powerful performance of 
the franc. However, most ana- 
lysis continue to believe that a 
rate cut to below German 
levels remains unlikely. 


Du Pont’s $300m issue eases 
shortage of high-rated deals 


By Sara Webb 

THE international bond., 
market saw a handful of 
mainly dollar-denominated 
deals yesterday, with Da Pont 
and City of Stockholm launch- 
ing two medium-sized issues. 

Du Pont, the US chemicals 
group, is issuing a $3QQm, sev- 

INTERNATIONAL 

BONDS 

en-year bond with a coupon of 
7 % per cent which is due to 
break syndicate today. 

Swiss Bank Corporation, the 
lead manager, expects fairly 
strong demand for the paper 


given the shortage of dollarde- 
nominated issues from triple-A 
rated borrowers recently. 

Triple-A names have been 
unable to raise funds at sub- 
Libor costs recently, forcing 
investors who want to pick up 
a decent yield to focus more on 
well-known, but lower-rated 
issuers hrmripari. 

The Du Pont issue was 
priced to yield 34 basis points 
over the seven-year US trea- 
sury bonds, which was consid- 
ered a fairly tight pricing by 
same market participants. 

City of Stockholm iflimcheri 
a $32Sm floating rate note with 
a coupon of A below three- 
month labor. 

IBM International Finance, 


the large computer company’s 
financing arm which is used to 
support sales, is launching an 
Ecu 150m two-year bond with a 
coupon of 995 per cent. 

Paribas, the lead manager, 
reported demand for short- 
dated Ecu paper and said 
that the issue is aimed at retail 
and small institutional Inves- 
tors. 

The deal is the first bond 
issue from IBM grnna the com- 
pany had its credit rating 
downgraded from Aaa to Aa2 
by Moody’s Investors Service, 
so the market was keen to see 
whether this had any effect on 
IBM’s cost of funds. 

fRM is keen to maintain the 
mitw cost of funding and Pari- 


bas claimed yesterday that the 
company was borrowing on 
broadly similar terms to those 
commanded in the recent past, 
helped by better- than -expected 
first-quarter profits. IBM still 
has a triple-A rating from SAP. 

In the D-Mark sector of the 
market, Corfu. the Czech leas- 
ing company, announced a 
DM25m private placement - 
the first private Czech com- 
pany to issue a foreign cur- 
rency bond. The bonds carry a 
coupon of 11 ’A per cent and 
were priced at Libor plus 260 
basis points and the issue is 
guaranteed by Ceskoslovenska ’ 
Obcbodni Banka, tbe Czech 
foreign trade bank. 

Daiwa Europe, tbe lead man- 
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ager, said most of the bonds 
have been placed mainly with 
German investors although 
some bonds were sold to the 
Japanese. 

Corfin, which leases cars, 
trains and small aircraft, is 


borrowing in the international 
markets for the first time but it 
is expected to return from time 
to time since it needs to fond 
its car purchases in D-Mark. 

Sumitomo Corporation, the 
Japanese group. launched a 


Y50bn five-year bond with a 
coupon of three-month Libor in 
the first three months, turning 
to 6 per cent thereafter. Daiwa 
Europe, lead manager, said 
most of the deal was placed 
with Japanese investors. 


SKF bond 
seeks to 
raise up to 
Ecu 145 . 3 m 


By Sara Wabb 

SKF. thi> Swedish roller 
bearings group, is raising up to 
Ecu 1 45.3m (Si 14, 9m} with a 
convertible bond issue aimed 
at international investors. 

The Swedish group will be 
the fust European company to 
ii5o liquid yield option notes 
(known as l.YONs), the zero 
coupon convertible bunds 
developed by Merrill Lynch. 
LYONs have been used by 
several companies in the US - 
including Disney and Kastman 
Kodak - since their launch io 
1965. 

7h«* 10-yeiir bonds will he 
issued at a price of Ecu-12622. 
presenting a discount ot 57X8 
per cent on the face value of 
the bond. K.ieh note, with a 
principal amount of EvuLOUU. 
can be convened into 24 y 

unrestricted SKF senes B 

shares. 

The issue is being managed 
by Merrill Lynch, and part of It 
is expected to lie placed 
privately in the UK. 

SKF said it may ratal* 
up to Eeul-tf.Jm, which 
would correspond tu 8.5iu 
unrestricted senes B shares 
if the entire issue is 
converted. 

1711' money will lx 1 used to 
refinance some of the 
company's debt. SKF increased 
its debt by about SKrifon when 
it acquired part of Qvaku. a 
speciality steel producer which 
has plants in Finland and 
Sweden. 

Moody's investors Service 
has given the SKF LYONs 
issue a Baal senior debt rating 
in view of SHF's "moderately 
leveraged capital structure and 
Moody's expectations that 
returns and cash flows are 
likely to remain under 
pressure in the intermediate 
term". 

Moody's points out that 
while SKF has a strong 
business position in bearings, 
its operating earnings arc 
expected to recover only 
gradually because of losses at 
Ovako and the expected 
"sluggish economic upturn 1 * in 
the automotive and capital 
goods markets in the US and 
Europe. 
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I 
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MARKET STATISTICS 



K h.S 11’AS i 


. »ii 

x. l«r T s 













riKt^sS 



F171SMA INTERNATIONAL BOND SERVICE 


Limd am Itw MM taMmuanal bonds kr Mtilch tan !■ «n i 


oy rasrkoL 


O.S. DOLLU STVAIBHTS 

m. 


AUlUBt 

ALBEBT/LP 


. . TXP«mHCE93ffW 

MSnUA 8 U 2 Q 0 

BAKU OF TOkvO 8 3/896 

BELGHflfMfttt 

BRX73H97 

BNFSUtt. 


16ASB3VBW. 

CANADA 9% 


COUNCIL EVBDPESSb 

CREDIT FONdEm 1/2 99 — 

DENMARK 8 ]/4 94 

DENMAK9D495 

ECSC81/496 

EEC 8 lS% 

QB73p49b_ 


D£EKFHAdCE998 

EURO CSED CARD TST994- 

EUBCHMA 9 1M96 

EXPORT DEV OMV9JJ2 98 

nWJWD77B9T 

FBBUSHEXPORT93A393 

FORD CAPITAL? 3/4 97 

GENELEECAPfTAt93/896 

mMMMrlllTTSV: It 

ISTTXAMERDCy 75^896 

ITALY 8172 94 i — 

JAPAN DEV BJC894 

KANSA1 ELECPWH 10% — 

LTCBFSI897 

RBV ZEALAND 994 — 3 - 

MPPONCREDBKIOM® 

WPPI»TaiTEL9SB95 


MTAR»81/2ai_ 

OWTWW3 HYTWO 11 SJB 94 — 

OSIER IQMTRDI18lUH8i/Z01 

PETOKAMDATU496 

QUEBEC HYDRO 9 3/4 9B 

QUEBEC PRQV998 

SAlNSBURt 91/896 — 

SASIC 99 

SHAB91/Z9S 

SMCF9 1/218.. ; 

ST ATE BK NSW 8 1/2 9b 

SWEDISH EXPORTS 3/8 96- 

TOKYO E1EC POWER 8 314 9b 

TOKYO METROPOUS8 1/496 

WORLD BANK 8 3/8 99 

WORLD BAWC 8*4 97 

XEROX CORPH83/B 9b 


DEUTSCHE MARK STIA1GHTS 

ABS AMRO 8 1/2 9b s 

AIST8IA63/499 

otu-r^HE FijuiS“fi/2«rZl' 

DB 53/498 ; 

£20*3(99- 


mRonuAa*4%_: 

FIRST (NTERhATE 5*4% 

WDBK JAPAN B* 5*896 

INTER AMER DEV 900 

WTHMSABffnil 57/898 _1ZZ 

NAT BK HUNGARY 10*498 

QUEBEC HYDRO 8 5/801 . 

SWEDEN 6 US 98 




WOULD E 


WOULD BANK 5*4%.. 
WORLDBAHK8*400| 


SWISS nUHCSmUBHTS 
ASAXDEVBAHK61D 

14B-; 


CHB8UElEtPTOER63«01 

CDUKOL EUROPE A3/49B 

EEC 5 1/2 00 : 

BB6U298 — . 

ELEC D€ FRANCE 7 1/4 06. 


JAPAN DEV BK 5 1/2 94 — ~ 

KDK6SS01. 


NEW ZEA LAND 4 7/8 99. 

QUEBEC HYDRO 5 08 — 


WORLD BANK 5 OB. 

WORLD BANK? 01.. 


YEN STRAIGHTS 
DENMARK 795- 


UC^WMCESSStt 

FWUWOM/496. 


INTER AM EBKV71«0^. 

■Mrantzr 

rar — — 



102% 


+S S64 

750 
609 
*h 531 

534 

llOW -* 609 
102\ +J, 736 

MX* +1, 5.92 

I09V *h 712 
108V 631 

m\ + 1 , 8 J 2 

uni 5.91 

105V +% 7.7 3 

102 'i bX 

1D9 1 * 7.93 

4J* 7.79 

+ 1 , 738 

1071, +i| 075 

MB 1 } 6.47 

n0' 4 7.46 

10**» 7.40 

6.76 

106\ *J| 7j09 

wi 7 ob 

111*] +h 739 


500 




PUMTDtG RATE NOTES 

. g-SJ ALLIANCE &LE1CS 008 94 £ 

-% BANCO HMIA 033 01 

f2D BELGJUH 1/16 97 DM 

-*» 12 bfh-o.02% 

J® BBfTJMilA 1/1016 £ 

_ +** cmZEJBFED0J3% 

35 ,JP , pS CKWTRHIOER-1/169B 

^ 1W 5 - 1 * ^ DEM MMK -1(896. 

3D0 91^ 825 - 


750 ’S 93», 

200 lLD 1 * 100t 
WOO 971, 975, 

«0 90*» 90V 

too 90% % 

m “ft 

90 90 


1Db -H 1 

FEHMDELSTAT94 

■si -a m hmss p " 1 


2000 m 20 1 , 
ig iSi & 


9W. W 6 .» SOOETEKNERALE% 

100 690 STATEBKVJCT0OA0.0599 

Mi. M& 44, 70B u HTTEO KINGDOM -1/8% - 

.* «§ YORKSfl (KBS 1/1094 £_ 


100 89 

M 0 

250 

1 W 9i' 

TO 99ia 99< 

S ^ % 

100 lOMi. 

S3-.! -ft 

a» 571 , 87 V 

100 76 Wz 

a- e « 
w tm wa 


30000 99* 

20000 Uto 
40000 . 

40000 IDO _ 

20000 1084, MB. 
50000 lBPa UO. 
38000 I0B% 108% 
60000 99V “ 
50000 Ml" 

50000 U 
30000 106 106V 

20000 MOV xnv 
50000 106V 1KV 


10-64 |T ALT 00 — IT 

7- W LEEDS PEBMASffXT 1/8 96 £ 

|2 LLOYDS BANK 1/10 PESPSJ 

8 - W UT75UI FIN ASIA 1/8 9b 

SAT WEST FIN 3/16 05 

KW ZEALAND J/B%_ 


7“ RERFE9B 

SDC1ETESEHERALE96 


609 
398 
131 
IS 

8.19 CONVERTIBLE BOH OS 

6.74 BURTON GROUP 4 ^4 QIC 

728 CHtlflfl CAPITAL 6% ...... 

736 EASTMAN KODAK 6 3/8 01 

6.96 GOLD MLKWRUE 71/200 

^ rat m==z 

mUSO0OT4U202£. 

<09 LAND SECS 6 3/4 02 £ 

524 LASM073/4Q5L 

5J2 MnSmB»llC2Ma3- 

4J6 IM0RTlSAnSbW297 

IB 0600)602 - - 

H ■«■»»*— 


Si JR a IS 

100 1D0V 512 THORN Dll 53/404 E — 



Ctodog print on Uay 13 


OTHER STIU16UTS 
BAYEMSCHE VEREMS INT7 94 LFr_. 

COPENHAGEN TELB5/8%lFr.- 

WORLD BANK 896 LFr 

ENERGIE8EMEERB3/4 96F1 

UM LEVER 9 00 FI — 

A10ERTA0MVIIICE1O5/B%CS_. 

BELL CANADA 10 5ffl 99 CS 

BHmSRC0UJMBW10%O — 

EB10y89BCS 

ELEC Dt FRANCE 9 3(4 99 CS 

EURO C8E0IT CANADA 10 94 CS 

Off ELEC CAPITAL lfl 96 CS 

KFWINTFW 10QCJ 

•PP0NTEL5TH.101/499CS 

ONTARIO HYOBO 10 7/8 99 CS 
Q5TER KOSTROU0ARX1O1/499 CS _ 

Q0EBECPRQV101/29BC5 

BELGKJU 91/8% Ea 

CREDIT LYONNAIS 9 %£a 

DENMARK 7 5/8%E» 

EH 7 5/8 94 Em 

QB 10 97 Ea 

raa00ELSTATlDl/89BEa 

ITALY 10 3/4 DO E«a 

IHHTEO KINGDOM 9 1/8 01 E» 

BPAMER0121/496AS. 


600 

600 

1000 

500 

500 

500 

150 

500 

130 

275 

100 

300 


94V 

98V 

97 

URV 

105 
105V 

106 
103V 
11BV 
1D3V 
101V 

ms 


%h 

105V 


COMM BK AUSTRALIA 13 3/4 99 AS — 

EXSPORTFBUIIS 123/895AS 

EUROflMA 145/894 AS 

UCOOiALQS CANADA 13 95 AS ..... _ 
RAT AUSTRALIA BANK 14 3/494 AS„ 

STATE BK RSW 14 1/4 99 AS 

UNILEVER AUSTRALIA 12 96 AS 

VDUCSWAHW/IY7LI394AS 

ABBEY NATL TREAS 13 3/6 95C 

ALLIANCE & LEKS 11 M 97 £ 

8 /UTtSH GAS 12 3/4 

BRITISH LAND 12 1C 16£ 

DEUTSCHE BN FWll 94£ 

ETB1Q97E 

PBaAHD 10 1/897 £ 

[TALY1D1/2S4E 


1UV 

110 


LAND SECS 9 1/2 07 £ 

NORWAY ID 1/2 94 C 

0UTABID 11 1/BQl £ 


WORLD BANK HIM 95 £ — 

ABBEY NATTONAL696NZS 

BNP1296HZS 

CEPME1095FFI’ 

ELF-AQUriADtE999FFr 

Ell BATCH 7 5/8 98 FFr 


400 104V 
200 104V 
500 106V 
150 105V 
200 104V 
1250 101V 

3 933 

200 

U25 
500 
1000 
2750 
100 
100 
75 
75 

100 U4i 
150 UDV 
1D0 119V 
150 109V 
100 

100 108 
100 104 

300 106V 
150 105V 
225 101V 
6360 1D2V 
100 102 
400 1Q5V 
200 90V 

200 101V 
100 1D7V 
150 1Q5V 
100 106V 
150 107V 
WO U MV 
100 68V 

50 UflV 
2000 102V 
600 101 
500 93V 


Qm. 

Offer iby YkW 
9.75 
9J4 
B93 
820 
&J3 
+H a09 
942 

* 894 
♦V 899 

1 


95V 

99V 

96 

103V 

106V 

105V 

106*1 

103V 

10b 

32 

sa 


106V 
106 V 
L05 

“Si 

wi 

1Q5V 

“Si 

103V 
100 V 
1MV 

115V 
111 
120 
110 V 
222V 
106V 


♦V 

-v 

1 


1051 

USV 

102V 

ift 

“a 

107 

107V 

DMV 

69V 

Ulh 

103V 

ft 


906 
802 
92b 
929 
953 
901 
955 
BOB 
9J5 

951 
9.58 
859 
891 
878 
855 
950 

+v 10.00 
-V 851 
-J| 813 

952 

ajB 

-4, 10.29 
♦>» 9.74 
U5 
•Hi 9.91 
*V 1051 
9JB 
+V 12.17 
+V 9.75 
+V 9J3 
♦V 957 
‘ 905 

1004 
. 955 
+V 984 
+V 1053 
I02B 
+V 9.71 
+V 950 

9JL3 
+V BJ2 
B.93 
8.79 
♦V 910 


300 

200 

500 

350 

300 

ISO 

200 

100 

200 

1000 

1000 

400 

200 

ZOO 

300 

500 

200 

600 

100 

403 

250 

500 

300 

125 

4000 

165 


Offer C ran 
99.70 10.6425 

9423 4.4050 

99.% 100.05 94075 

100.09 10029 4.9175 

97.75 98.43 32500 

99.09 9926 105625 

99.90 10001 90594 

99.44 9904 50000 

10021 10041 50000 

99.70 9900 4J875 

99.99 100.09 95938 

10127 101.98 52500 

101.06 101.40 4.4375 

99.91 10000 105375 

99.72 9902 44600 

100.96 101 28 45000 

9939 995b 10.9375 

77.40 79.40 45J75 

99.96 10006 52500 

9250 93.65 43750 

10025 100-36 40130 

99.94 10007 5 0000 

99.78 9908 45625 

9672 98.94 43625 

10000 10003 40625 

9954 99.74 105375 


9956 

9288 


5J7 

536 


bnd ^ BU Offer Pnxo. 

110 238 U1V 133V 

250 86 m\ 1023, +3250 

300 5057 100V 101 V +2650 

t* L0554 A 84 +5921 

500 25873 1B7\ WBh +2497 

400 193 1KV 104V 

150 3.97 U9V 120% 

BA 632 S3*) 84V +25.91 

90 5.64 7BV 79V +9304 

3» Z33Z5 59V 61V +35.06 

U0 223 98V 99V +1079 

» 39.077 SZf 82% +57.(0 

200 13018 101V 102V +AU 6 

90 L775 USV 1241, +B.94 

300 3606 9 58V 59V +43.79 

300 8 ^ 90V 91V +9923 


103 


127V 128V +469 


«Ua 6 W - prwkxa atfs prtoa 


5.71 t Orly on* mu maker stmnM ■ price 


STlUKafr BONDW The yWtf M ft* to iwlanifOea u ta UO+Nlce; ta mneuM iHued M In mSHoM «l wn«MY unite. Chg. d«y -• (tang* om 

nju-nifi ban earn n*nfim i Pl Mrt is note* uni*** «m*n*iss (tuSema. Cornea tan * minimum. 3p***d-Mergta own ato+mMli 

nlliil iiw fiunu* iimnlli Minn m—n ratal far US rioNAiv. Dcpi'Tlii currant aqwL 

numak la daura iMacc u mowta (rata* tad. Cnv. pricw-Nam/nl aawtni *i tcod par rtsra iipwml fci 

nnotauUtaiw^eemrafeA mM a»4 « tau* Pt*m-Pw«nM 8 * pramkan <4 M ewram ■Hmata prica o» oequhtag slums *ia me oond 
W*r Jho (no*t raewl P*ta tt lhe*a*rat. ~ 


- e Th FTsuwlAJ Tines Ltd.. 1992. RhndOocUm In vtale or la part Io Jttj form ms permitted w&taH written consent 
. . DM -supplied (9 lntwnaUouBl Secorhies Mukst AssoclBlion. 


■- 


RISES AND FALLS YESTERDAY 


BrWrii Funds. 

Other Fixed Interct 

Commercial, Industrial 

Financial & Property 

OII&Gas - 

Plantations 

Mines. 

When - 


Totals 


Rises 

Falls 

Same 

73 

1 

5 

11 

0 

6 

399 

269 

784 

174 

108 

510 

18 

18 

52 

0 

0 

9 

24 

38 

85 

« 

72 

29 

728 

506 

1,480 


LONDON RECENT ISSUES 


EQUITIES 


PHb 


un 


t 

7U 

100 

30 

uo 

£UH 


115 

1D0 

585 


Aiff *1 
PU0 
n» 


Laos 

hnmt 

Date 


1992 


m tow 


99 

30 

423 

4 

36 

103 

72 

107 

36V 

161 

90 

UZV 

% 

11 

a 

106 

662 

25V 


37 

n 

376 

2 

20 

56 

63 

94 

S 

[UflV 

ft 


V 

4 

121 

98 

614 

22V 


Seek 




AmlcJkle&TalkT . 

Do Wanaob 

BocBcWfaeURFU 

BngiWanerWBloSW 

KRPleMa* — 

CiptUI takstrkila 

FfentalK&CapTskK. 

Da. 0 «ns. — .. 

Oa.ZovDh.pt 

ForO Ports — 

«HrakeiiT0 

Latin Art lac & Appr. Ir ... 

MAGRecewThc. 

Os CxriUl 

Do. Geared UHts 

DaPadopeUMts 

MtatnotWVTaats... ... 

T^feoiEnij MttLC. 
WattMaegennWl... 
IWtacMFK 


99 
29 
4Z3 
4 
20 
103 
70 
107 
36V 
158 
, 88 

24 

ft 

U 

A 

105 

616 

25V 


net 

Oh 

Tkwi 

Cor'd 

Gras; 

Yidtf 

WE 

tzUa 

83.1 

- 

42 

- 

8.73 

30 

20 

15.5 

ZO 


26 


F4.7J 

— 

9D 

- 

F4.73 

- 

59 

“ 

W55 

30 

46 

00 

M4 

U9 

00 

170 

F3 75 

- 

125 

- 

F3.B 

- 

60 

- 

F3.75 

: 

43 


LO 

L7 

40 

16.7 

- 

- 

- 

- 


FIXED INTEREST STOCICS 


few 

Price 

£ 

Amat 

Paid 

W 

m 



Stock 

Oostni 
Price ! 
t ' 

a 

B 

FP. 

F 9. 
F.P. 

m 

15k 

jgP 

57p 




♦LV 


RIGHTS OFFERS 


Price 

P 


PaM 

<* 


aAnalhedMed 


1992 


HIW 


3/7 OpnT 9toe 
23/6 ] 15p» 14ta 
12{6 I Zlpn I 3Vp*> 

aflguctecdao 


Sock 


Lamm — 

Marti* Wfeert) 


Ctainp 

Price 

P 


Fcfwaori 

arid jieM tael on pmpeOB 

eilwrfl exfana ter 199L L EHJ 


lifm 

3VP- 


WCwb Emum l d DMdeed raepaM ar a^tdeonpirtHcaptm, 

lO e AMTM MdeM and Held. < EirHeji taed m pMAnfata ftaKS 

tadSusi ran raw based onxertris j**3 andogs. 1 F ftMrrt 

or otker offldsl eUaste hr 199W3. MMtel a* fWd bad a mean ar 


I mlM iBctari mor JBli/ehs^ea last 

DMdnd M Htid tart oq /nwette Hr 19^92. BDMdend m raw %■* * 

iniBtcifivuto eHldalMbaualv 1992.0 &6SS. RForBsaMnnstddMttad. EsieraMnlent^^se 

»nnct» oreiiw nncU MkiMM W Pn F«m llBBies 4 Offend te BoMert d srttai dam as a -rigktS*. t 

UndadiM. i.POeJK price, n MiTOtactlaa * IMNud mrUei narta. 4 tetri k) araectlw «U 

rew^risatlca. raie or lateonr. pn PrtB a a pailn. 


• First Dealings 

• Last Dealings 

• Last Declarations 

• For settlement 


TRADITIONAL. OPTIONS ■ 

■ran^rCincss Warrants, & 


May 1 
May 15 
August 6 
August 17 


Scot Res^ Norex, Premier Cons* 
Perfclns Foods, R amors, Saatchl & 
S&atcbL Sanderson Murray & 
Eider, Smith & Nephew, SfcetcMey 
3-montti call rata Indications are and Tosco. Puts in BrfUsti Steel 
also shown on I tils page. and BTR. Puts and calls in AS DA, 

Calls in Acorn Computer, Buton, Hanson warrants and Premier 
Dwyer, J. Finlay, Hanson war- Coos. 


LIFFE EQUITY OPTIONS 


CALLS 


PUTS 


nut 


PUTS 


Britas 


Jri 

0d 


Jri 

On 

Jra 

Odra* 


MW 

AW 

Kn 

Her 

AW 

Ret 

MU Lion 

550 

97 

109 

115 

3V 

7 

10 

BM 

600 

40 

55 

73 

2 

13 

19 

PM3) 

too 

50 

70 

79 

12 

18 

23 

i*635 J 

650 

7 

24 

43 

22 

35 

42 


650 

a 

42 

50 

36 

42 

46 

BAT Ms 

800 

15 

42 

53 

14 

36 

45 

ASDA 

25 

8 

U 

11V 

2 

3 

4 

F802 J 

050 

3 

19 

32 

52 

70 

77 

mi 

30 

36 

5 

3 

7 

5 

9 

6 

bV 

5 

a 

5V 

8 

BIX 
l**82 1 

460 

SOO 

25 

4 

41 

18 

48 

25 


‘4 

16 

35 

BnLMi*«i 

260 

32 

42 

45 

6V 

11 

14 

&U. Trices*) 

1*3501 

330 

360 

22 

3 

29 

U 

34 

19 

*4 

ID 

24 

12 

26 

«871 

260 

21 

30 

34 

14 

19 

24 






300 

11 

21 

25 

27 

30 

33 
















CtebraySa 

460 

32 

48 

S8 

2 

B 

14 

cues BOO 

102 

124 

1C 

8 

IS 

26 

1*488 1 

500 

sv 

24 

34 

15 

24 

31 

re79i 

850 

64 

90 

U2 

20 

3* 

40 










900 

35 

62 

82 

30 

68 

66 

EanmEkc 

270 

10 

- 

- 

3 

_ 


Boob 

420 

3S 

51 

58 

6 

U 

14 

i*274! 

300 

1 

6 

9 

2b 

36 

37 

MSS ) 

460 

13 

Zl 

36 

a 

2b 

31 









B.P. 

240 

22 

Zt 

30 

3 

7 

9 

Gi±aes 

600 

25 

48 

M 

3 

15 

23 

P254) 

260 

9V 

15 

39 

12 

15 

18 

1*622 ) 

650 

<v 

2# 

38 

33 

40 

45 

BrttilbSud 

60 

7V 

U 

12 

4 

5V 

B 

CEC 

200 

sv 

12 

17 

4V 

12 

14 

mi 

SO 

3 

5V 

7V 

10 : 

liv 

13 

P241) 

260 

1 

5 

9V 

20 

26 

28 

Bass 

600 

44 

65 

75 

9 

17 

24 









F6361 

650 

17 

V 

45 

32 

40 

4/ 

Hama 

240 

4V 

12! 

17V 

4 

15 

20 









0241' 

260 

3 

10 

9 

19V : 

TO* 25V 

C*Whe 

550 

48 

a 

78 

12 

19 

24 

LASU0 

220 

13 

27 

35 

4 

15 

20 

CMS 1 

600 

20 

40 

49 

34 

41 

46 

car) 

240 

5 

17 

23 

16 

25 

41 

Oaroridi 

550 

34 

53 

63! 

MV 

24 

30 

Least* 

140 

9 

15 

19 

3 

7 

12 

1*5711 

600 

10 

29 

39 

45 

53 

55 

1*146) 

160 

2 

7 

10 

16 

19 

23 

Cera. Dole* 

SOO 

25 

34 

47 

17 

29 

32 









noil 

5S0 

6V 

14 

26 

53 

62 

65 

PAD 

519 

32 

n 

_ 

3V 

- 

• 

Flam 

360 

25 

3» 

47 

16 

23 

28 

(*548) 

5M 

12 

35 

45 

15 

76 

41 

C361I 

390 

12 

26 

33 

» 

40 

44 

PHklngfoa 

140 

IB 

19 

ZB 

IV 

6V 

9V 









(USb! 

UO 

sv 

8 

15 

8V 

1/ 

» 

UN 

420 

26 

37 

47 

13 

22 

26 

PtteB&U) 

260 

7*t 

19 

24 

5V 

11 

lb 

C430 1 

460 

10 

18 

27 

37 

45 

48 

1*263 ) 

280 

IV 

10 

15 

19 

23 

27 

Grate MtL 

420 

28 

37 

93 

13 

22 

V 









C4S2I 

460 

10 

18 

69 

37 

45 

56 

ATi 

650 

IB 

43 

60 

to 

75 

34 









1*656 1 

700 

3V 

20 

3? 

» 

53 

62 

ICJ. 

1*0 

80 

105 

142 

28 

52 

59 

Scot t Hr* 

460 

19 

33 

43 

3V 

15 

26 

1*1579! 

1400 

50 

80 

112 

52 

11 

84 

1*473 ) 

500 

2V 

JJ 

26 

28 

43 

% 









Tecs 

280 

M 

23 

30 

3 

BV 

13 

Klaelhktr 

560 

32 

50 

63 

18 

2* 

S3 

1*2891 

300 

2V 

12 

21 

15 

18 

a 

C556 1 

too 

U 

21 

40 

48 

54 

58 

















Watra 

420 

25 

29 

40 

IV 

14 

20 

Ladtrake 

240 

23 

30 
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Only unlikely appearance of white knight would affect offer 

TI declares £504m Dowty bid final 


By Richard Gouriay 

Ti GROUP, the specialist 
engineering company, yester- 
day turned the heat up on bid 
target Dowty by declaring its 
£504m offer final 

Mr Christopher Lewinton, TI 
c hairman and chief executive, 
said that the original 4 for 15 
share offer, which values the 
bid at 18dp and its cash alter- 
native of I75p. fully valued 
Dowty. 

By taking the unusual step 
of making its first offer final. 
TI is confident that it was 
pitched high enough to see off 
potential rival bidders. How- 
ever, it retains the right to 
increase its offer in the 
increasingly unlikely event 
that a white knight emerges 
with a rival bid. 

Mr Bruce Ralph, chairman of 
the aerospace and information 
technology group, said there 
was nothing new in Tf'e 
document, which still pres- 
ented Dowty shareholders 
with an offer that was too 
low. 

As part of the defence, which 
is expected early next week. 
Dowty is likely to reveal an 
estimate of profits and earn- 
ings for the year ended March. 
1992. 

Stockbrokers have estimated 
profits between £i8.5m and 
- giving earnings of 4.1p 
to 5.4p - down from £60.6m in 
1991. 

Mr Ralph said he was glad 
the phoney war was over and 
warned that some analysts 
might be embarrassed by their 
low estimates of 1991 earnings. 



Christopher Lewinton: believes that Dowty has lost its way after diversifying 


Dowty will also try to slow 
the momentum TI has devel- 
oped in the three weeks since 
it launched its hostile bid by 
focusing its shareholders on 
the strengths of its future 
order book and its develop- 
ment programmes. 

Late yesterday Dowty also 
said that Mr Christopher Bun- 
ker would no longer be joining 
in August as finance director 
from Westland, the helicopter 
manufacturer where he holds 
the same position. 

In what Mr Ralph called a 


“humanitarian gesture”, 
Dowty had agreed to Mr Bun- 
ker’s request not to join Dowty 
in the middle of a bid. 

In his letter to Dowty share- 
holders yesterday. Mr Lewin- 
ton repeated that the 
Cheltenham-based company 
had lost its way after diversify- 
ing into information technol- 
ogy. 

He said he recognised the 
problem from when he joined 
TI in 1986 and found that TI - 
formerly Tube Investments - 
bad diversified from its core 


businesses into Raleigh bicy- 
cles and consumer products. 

IT has been refocused and 
built into an international 
group. The acquisition of 
Dowty would provide a third 
aerospace leg to add to the 
tubes and seals businesses. 

Dowty has two weeks to pro- 
duce its first defence document 
and 28 days to convince its 
shareholders of the strength of 
its management. 

Dowty’s shares fell 6p to lSlp 
on news of TI's final offer 
while TI shares fell lp to 697p. 


Mountleigh defers pref dividend 


By Vanessa Houlder, 

Property Correspondent 

MOUNTLEIGH, the property 
and retail company, yesterday 
underlined its parlous financial 
state by deferring the £4.3m 
dividend on its £83m of con- 
vertible preference shares. 

With debts of more than 
£500m the company is trying to 
reach an agreement with its 
banks and bond holders over a 
financial restructuring. Mat- 
ters are likely to come to a 
head before May 27. whan it is 
due to redeem £40m of Swiss 
bands. A further £35m of bonds 
are due to be redeemed in 


June. 

Its ability to meet those obli- 
gations have been damaged by 
failure to clinch the sale of its 
Merry Hill shopping centre in 
the West Midlands to Hammer- 
son, the UK property company, 
and the O'Connor Group, a US 
pension fond adviser. The deal 
which would have brought in 
tiMm, fell through at the end 
of last month. 

That fail ore was partly due 
to the likelihood that the shop- 
ping centre was built on con- 
taminated land. The risks of 
investing in blighted areas 
have become more prominent 
because the government is con- 


sidering bringing in a register 
of contaminated land 

Mountleigh’s negotiations 
with its creditors are headed 
by a banker, Mr Steven Gerard, 
who became chief executive 
early last month. Mr Gerard, a 
former senior executive at Cit- 
bank, one of Mountleigh’s larg- 
est lenders, said he aimed to 
implement a “strategically 
focused operating and financial 
plan which will be satisfactory 
to all creditors". 

The announcement that the 
preference dividends would be 
deferred was expected by the 
City and Mountleigh’s shares 
closed at 6*/.p, up Vip. 



The Importance of Marketing Your Annual Report 

How do you reach the international investment community with 
the most important statement your company has to make? 

The Financial Times Annual Report Service targets individuals who 
actively want to know about your company. 

• The quality of response is high. 

• The feature will provide a quality base for future investor relations 

activity. 

Your annual report can be featured in colour: 

• In the Financial Times, Europe's Business Newspaper. 

• In les Echos. France's leading financial daily. 

• In the Financial Times AND les Echos. 

Over 70%* of professional investors in Europe say that the FT is the 
most important or useful publication at work, while an insertion in 
both the Financial Times and les Echos, will deliver 33%** of senior 
European executives with financial or management responsibilities. 

For more information on how to communicate to the global investment 
market, please contact in London: 

Andrew Muir 
071 873 4063 
or 

Robert Forrester 
071873 3206 

or your usual Financial Times Representative. 

Data source : * The Professional Investment Community Worldwide 1991/92 

** European Business Readership Survey I9HI 
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Wescol chief to 
stand down in 
board shake-up 

By Peggy HolDnger 

The chairman of Wescol, the 
loss-making structural engi- 
neer which came to the USM 
three years ago, is to resign as 
part of a top-level management 
shake-up aimed at strengthen- 
ing the company’s board. 

Mr John Hicks said yester- 
day that he wanted to devote 
more time to other interests. 
Mr Barry Anysz. a non-execu- 
tive director, will become act- 
ing chairman until a perma- 
nent replacement is announced 
sometime in the next few 
weeks. 

Wescol, which fell into diffi- 
culties following the collapse of 
Rush & Tompkins and two 
other big debtors, also 
announced the appointment of 
two former Tarmac employees 
- Mr Alan Riddle and Mr 
David Sutton - as chief execu- 
tive and business development 
director respectively. 

Mr Riddle said the appoint- 
ments were not a rescue of the 
heavily-indehted group. "We 
are not company doctors.” he 
said. “We see this as a very 
positive move, adding our 
skills to those of the existing 
board.” 


Heavy UK 
losses peg 
Allied Irish 
Banks’ rise 

By Tim Coone in Dublin 

HEAVY LOSSES in the 
commercial mortgage lending 
business in the UK restricted 
pre-tax profits growth at 
Allied Irish Banks, Ireland's 
leading financial services 
group, In the year ended 
March 31 1992. 

Profits came to I£i85.8m 
(£26&5m). That represented an 
increase of 4 per cent on the 
previous I£i78J8m, after allow- 
ing for a 2 per cent rise in bad 
debts provision to I£1 78.3m 
<I£174m). 

In Ireland and US the divi- 
sions both performed well 
showing strong profits growth 
- the former was up 9 per 
cent while the US was 1% 
times greater. 

The UK division, however, 
increased its losses from 
l£4-9m to I£47m which, accord- 
ing to Mr Gerald Scanlan, 
group chief executive, “was 
doe to a very high bad debt 
charge restating from a reces- 
sion which has been the deep- 
est and most prolonged since 
the war". 

He said 30 per cent of the 
I£750m UK loan portfolio to 
the small business sector was 
presently non-performing; that 
was a 65 per cent increase on 
the previous year. The bank 
specialises in giving commer- 
cial property loans to restau- 
rants, pubs and hotels. 

*We expect the situation in 
Britain to remain difficult 
through the coming year,” 
said Mr S canlan. 

The bank currently had 200 
Specialist financial staff work- 
ing with its customers facing 
difficulties in the UK “to keep 
them up and. running. Our 
experience has been that It is 
very difficult to sell a business 
once the door is shut”. The 
non-performing loans were 
being handled by the specialist 
workout unit, while the profit- 
able business had been placed 
with its 35 branches in the UK 
which “continued to show a 
profit last year". 

Mr Scanlan said there had 
been an overhaul of operations 
in the UK, with lay-offs of 300 
ont of the 1,400 staff “from all 
levels from the chief executive 
down” and which he said 
would result in the division 
moving to a “more focused 
operation*’. He anticipated pre- 
tax profits of I£35m from the 
UK division “within two 
years”. 

Group total assets increased 
by 2.2 per cent to I£l8.2tm 
(I£l7-9bn), and it’s Tier 1 capi- 
tal adequacy ratio, as defined 
by the Bank of International 
Settlements, hads remained at 
6.6 per cent - that, Mr Scan- 
lan pointed out was currently 
better than most of the UK 
clearing banks. 

Earnings per share were 
16.1p (l5JJp), and the dividend 
is lifted to 8.25p (7.75p) 
through a final of 4.65p. 


Crown Communications’ 
French network for sale 


By Raymond Snoddy 

CROWN Communications, the 
loss-making commercial radio 
group which owns LBC, is 
believed to be trying to sell or 
find partners for its stake in 
RFM. the French Radio Net- 
work. 

Crown officially owns 40 per 
cent of the RFM network 
which has 89 radio stations 
throughout France, but has 
effective managerial control. 

Mr Christopher Chataway. 
Crown chairman, acknowl- 
edges in the annual report for 
the year to September 1991, 
published yesterday, that audi- 
ence figures have yet to reflect 
the development of RFM. 

The group incurred a pre-tax 
deficit of £7.52m for the 
year. 

Mr Chataway also warns 
that the group will report 
another significant loss in the 
first half of the current year 
although the trading outlook 
continues to improve. 

Crown’s auditors. Price 
Waterhouse, say they believe 
there are adequate financial 
resources available for the 
foreseeable future. 

They auditors note that the 
Crown directors have recently 
extended their bank facilities “ 


but in the medium-term expea 
to effect asset sales and/or 
other measures to reduce the 
group’s borrowings.” 

The French stake is Crown’s 
main remaining non-core busi- 
ness. 

Price Waterhouse has also 
qualified how some aspects of 
the RFM investment is stated 
in the accounts. 

During the year Crown 
increased its intangible fixed 
assets from £1.59m to £12. 75m. 

The auditors added: “In addi- 
tion, we are unable to deter- 
mine whether the investment 
in RFM amounting to £I6.04m 
is fairly stated. 


Correction 

Cronite stake 

AFE, the French engineering 
company, yesterday said it 
owned or had agreed to acquire 
26J. per cent of Cronite, the 
Birmingham en gine ering com- 
pany for which it has mounted 
a £7 .3m recommended bid, and 
had undertakings in respect of 
a further 3.6 per cent In yes- 
terday's Financial Times, Mr 
James Lindsay-German, Cron- 
ite's chief executive, mistak- 
enly stated that AFE spoke for 
40.8 per cent 


SFO becomes involved as MTM 
reveals £20.6m pre-tax deficit 


By Richard Gouriay 

THE SERIOUS Fraud Office has become 
involved in the investigation into MTM. the 
specialist chemicals company where the share 
price collapsed in March leading to the resigna- 
tion of Mr Richard Lines, founder chairman, and 
the finance director. 

A report by Binder Hamlyn, MTM’s auditors, 
is to be forwarded to the SFO. probably by next 
week. 

Mr Ken Schofield, chief executive, who took 
over from Mr Lines 10 days ago, said the SFO's 
position is that it wanted to look at the report 
following a Stock Exchange insider trading 
investigation into the company. 

The Binder Hamlyn report reveals transac- 
tions that were “incorrectly recorded” last year 
and in 1990 which boosted sales and possibly 
profits. 

During 1991, Mr Lines sold 33m shares at over 
200p, a price that analysts believe would not 
have prevailed had the revised figures reported 
yesterday been available at the time. 


Yesterday's long-awaited 199! »«« 

worse than expected- nre-etcftp- 

On an unaudited basis, prestos anu pr« w 
tional profits for 1991 wcreiS. Mm 
ro the previous year. This 1990 figure was 
gS^JSrted down from EUSm to take account 
of the questionable transact ions- 
Mr Schofield said these transactions 
MTM selling chemicals to a bank 
and recording them as sales He wouMnot ay 
how much similar transactions ^** *»*» 
and profits last year but said there were a 
whole raft of items.” 

to addition. MTM has taken a ?*“£ 
ti o nal ite m This included a £17^>m provision to 
revalue assets to true market value. 

As a result, pre-tax losses were tfO-Gm, down 
from an adjusted £7.9m on sales of £tMm. 

The company also incurred an interest cnarp 
of £7J9m on debt that ended the year at £85m 
but which has subsequently grown to ElOsjrn. 
Debt rose partly to reverse £7.lra of sales which 
were last year and should have fallen in 
1992. 


New chief takes relaxed hold 


M r KEN Schofield, the 
newly-appointed 
chief executive at 
MTM, looked surprisingly 
relaxed yesterday afternoon 
after unveiling the chemical 
group's dire and long-awaited 
results. 

One reason for his relaxed 
state is the knowledge that he 
can start with a dean sheet 
and with no responsibility for 
the present predicament 
That is no bad thing. MTM’s 
stock market problems began 
in March with a profits warn- 
ing only days before it was due 
to announce its results. The 
auditors, Binder Hamlyn, had 
problems with the application 
of some of the accounting stan- 
dards. 

Analysts and the City were 
reassured, however, that there 
would be no impact on trading. 
Five days later , MTM was 
forced to make a second profits 
warning, this time suggesting 
that pre-tax profits would be 
“significantly” lower than the 
City’s expectation of COm. 

What lay behind the fall 
appears to have been an inabil- 
ity of Mr Richard lines, the 
founder chairman, to accept 
that the company he had suc- 
cessfully built had a trading 
problem and would not meet 
what be had promised share- 
holders at last year’s rights 
issue. 

He bad promised profits of 
£23m on turnover of £125m - a 
result that would have con- 
firmed the wisdom of launch- 
ing a £49m rights issue for the 
£62.5m acquisition of Hard- 
wicke in the US. 


The shortfall in profits and 
turnover was a shodc to man- 
agers, says Mr Schofield. Man- 
agement information systems 
fell apart after August After 
that date, the line managers 
never saw the management 
accounts. They and non-execu- 
tive directors were not in a 

Ken Schofield believes 
he has sold the banks 
the bones of his plan to 
save the company. Paul 
Abrahams and Richard 
Gouriay report 

position to question the trad- 
ing position. 

“It’s difficult when there is a 
strong, persuasive CEO who is 
seen to be successful.” 
explained Mr Schofield yester- 
day. “How do you sign off from 
success?” 

Mr Schofield is also relaxed 
because he believes that he has 
sold to the banks the bones of 
his strategy to save the com- 
pany. When be has fleshed his 
ideas out, he experts the banks 
to extend the credit lines until 
next January. He insists that 
the business is essentially 
sound and there are no rotten 
apples in the barrel. The main 
priority will be to reduce 
indebtedness, from about 
£106m at present to some £5Qm. 

Some businesses will be sold, 
admits Mr Schofield. However, 
he insists that the company is 
not bleeding money and there 
is no need for fire-sales. 

The company is anxious to 
obtain good prices for dispos- 


als, which cannot be achieved 
quirtdy. It was on the speed 
and scale of disposals that be 
disag reed with the Postern, the 
corporate management special- 
ists called in to form a strategy 
for the group. He says they 
wanted to sell the group's 
crown jewels. 

Mr Schofield’s plan also con- 
sists of focusing MTM on three 
core areas - research, fine 
chemicals and speciality chem- 
icals, Mr Schofield expects the 
research side of the business to 
be a stand-alone operation by 
the end of the year and cash- 
neutral for the next 18 months. 
He also plans to build up larger 
inventories, so the business 
can be more responsive to cus- 
tomer needs. 

The fine chemicals business, 
particularly in the US, is also 
sound, says Mr Schofield. 
Although some of the busi- 
nesses were running at only 50 
per cent capacity earlier this 
year, he is confident that they 
will reach 85 per cent soon. 

The speciality chemicals 
business are highly cash-gener- 
ative, he says. They require tit- 
tle capital Investment, but 
expertise from qualified staff 
He maintains that there bp s 
been no outflow of staff since 
the onset of the group’s diffi- 
culties. However, he believes 
there had been a severe lower- 
ing of morale, which he 
expects to deal with by visiting 
the sites. 

“Over 10 working days I’ve 
been with the company, I’ve 
been dealing almost exclu- 
sively with the outside world. 1 
now need to visit some plants.” 


BP share registration 
unit moved in £25m deal 


By Nell Buckley 

BRITISH PETROLEUM is 
transferring responsibility for 
its share register to Computer 
Management Group, the infor- 
mation. technology consultants, 
in a deal worth £25m over the 
next five years. 

The contract is the first to be 
signed since BP announced 
last month that it was cutting 
its corporate staff by 700 as 
part of a plan to save £415m a 
year. The package involved 250 
redundancies, but BP said it 
hoped that 400 other employees 
would find jobs in companies 
to whom work was contracted 
out 

All 62 staff in the share regis- 
tration unit will transfer to 
CMG, although remaining in 
BP’s Harlow office. 


BP said the move ensured 
that costs could be cut while 
maintaining standards of ser- 
vice. Its share register is one of 
the largest and most diverse in 
the UK, with 550,000 sharehold- 
ers, quarterly dividends, and 12 
employee share schemes world- 
wide. 

CMG has provided a. support- 
ing service to BP fix’ more than 
25 years. It handles share regis- 
tration for other companies, 
including Legal & General and 
British Airways. 

Mr Ron White, UK chairman 
of CMG said the advent of Tau- 
rus, the automated share deal- 
ing system being introduced 
next year in London would 
increase the need for compa- 
nies to have efficient and 
cost-effective share registration 
services. 


Guinness expands 
in South Africa 

By PMUp Rawstome 

Guinness has established a 
subsidiary in South Africa to 
expand its distribution in the 
continent’s biggest beer mar- 
ket 

From later this year Guin- 
ness stout will be Mewed and 
distributed under licence by 
South African Breweries. 

For almost two years, limited 
distribution in South Africa 
has been handled through 
Namibia Breweries, which 
brews and distributes the prod- 
uct in a number of African 
markets. 

Mr Aherns Walser, managing 
director of the new subsidiary, 
raid yesterday. “We believe the 
timing is right for us now to 
become directly Involved in the 
marketing of the Guinness 
brand in South Africa.” 


DIVIDENDS ANNOUNCED 



Current 

payment 

Date of 
payment 

Correa - 
ponding 
dividend 

Total 

(or 

year 

Total 

last 

year 

ADM Irish Bka.. 

Jin 

4.65+ 

July 9 

4.25 

8.25 

7.75 

Avon Rubber — 

int 

5 

July 17 

5 

- 

16.5 

British Inv Tat — 

tin 

13 

- 

13 

2Z5 

22.5 

Ctty of Oxford fin 

1.31 

June 30 

1.4625 

4.9 

4,5 

Diploma — .- — 

Int 

2.75 

July 3 

9 9* 

- 

8.75 

Gates {Frank G) 

.—fin 

2 JZS 

July 7 

2.75 

2.25 

2.75 

; GreenaBs Jrrt 

4.84 

July 10 

4.4 

- 

11 

MTU — 

fin 

nil 

- 

3.4 

1.37 

5.1 

Salnsbory (J) — 

tin 

6.35 

July 31 

5.25 

8.751 

7-35 

Scottish Value .. 

int 

O.S 

July 7 

- 

- 

- 

Yoridyde . — 

fin 

5.7 

July 1 

5.7 

9.7 

9.7 

Dividends shown pence per Share net except where otherwise stated. I 

i tOn increased capital. 5USM stock. ♦Irish currency. 
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SOUTHEAST BANKING CORPORATION 

Floating Rate Subordinated Notes due 1996 
Floating Rate Subordinated Capital Notes due 1997 
6Vz% Convertible Subordinated Capital Notes due 1999 

On October 23. 1991 Morgan Guaranty Trust Company of New York (”Mo«an”L as in..^ 
the holders of the ubme-nSereaced Notes (the “Notes’'), informed such hoIdSSVtfi 
on September 20, 1991 Southeast Banking Goraoration (the “Company") filed a uetiHnn 
Chapter 7 of the United States Bankruptcy CodTin the Southern ftsSct of RoriE S? 28? 
A meeting of creditors regarding the Company's liquidation *■ - - - 1 ws * 01- 

II Meeting") was held on November 


Bankruptcy Code (the "341 

Coll Davidson Carter Smith SaJter 


‘«ant to Section 341(a) of the 
.tUttW .hSMlMe^ ' 8 “ ,,s 


iv* VlUiUJ V OUCUUCU IWfleniTJ 

As a result of the 341 Meeting the Interim trustee became the permanent trustee for th* rw.-. - 
estate for this liquidation; in addition, the Court fixed february 10, 1992 as the date 

aw a proof 1 af ■ *“ *£ 
A second 341 Meeting of creditors was held on April 14, 1992 as a result of the 
of the trustee for the Chapter 7 estate. At this meeting, a new trustee was elected hv dS, 011 
(and confirmed by the Court) This trustee will aorr continue the liquidation of the esaie^** 0 ” 
Morgan wtU continue to monitor the Chapter 7 liquidation proceedings and take «... 
as may prore necessary to protect the interests of holders of the NoSjJoriow MtSSSfr 
the extent feasible, attempt to keep holders apprised of material dewlopm^* Si t0 

the bankruptcy proceedings. ^ auring 



Morgan Guaranty Tbm Company of New York 
Corporate Trust Administration 
60 Wall Street 
New York, NY 10260 

Attention: Ward A_ Spooner, Vice President 
or 

Cheryl Petti, Associate 

Telephone: (212) 648-9002 or 648-9004. 

Fax (212)837-5111 


Dated: May 14. 1992 


MORGAN CUARAmr TRUST COMPANY 

OPMBTYbittc.a, Thisue 
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BIGC rights to raise £154m 


By Jane Fuller 

BICC, the cables and 
construction groups yEsterday 
launched the first large rights 
issue since the general election 
triggered a sharp rise in the 
stock ra«Tfrfrt , 

The FT-SE loo index has 
gone op by nearly 22 per cent 
since April 9. BICC shares had 
gained 10 per cent before yes- 
terday's announcement of the 
£154in issue at 285p a share. 

The news was not unex- 
pected and BICCs share price 
advanced 9p to dose at 356p. 

It was helped by the group's 
statement that it intended to 
hold the dividend at i9J23p. 

Equity analysts have been 
expecting a wave of rights 
issues since file market started 
to rise, although there is some 
doubt as to. whether the total 
for this year will match last 
year's record £&26ta. 

BlCC’s issue,, on a l-for-5 
this year’s running 
total over the £lbn mark. 

Mr Robin Biggam, chairman, 
said the money would be used 
partly’ to expand the cables 
businesses in continental 
Europe and North America and 
partly to reduce debt. 

Negotiations were fairly 
advanced on one US purchase. 
The fragmented North Ameri- 
can industry, badly affected by 
recession and price pressures 
last year, was ripe for regroup- 
ing and companies could now 
be bought relatively cheaply. 


. On the Continent, BICC had 
already announced the acquisi- 
tion of KWO in what used to be 
East Germany and was consid- 
ering other purchases. 

Ur Biggam estimated that 
about half the rights issue pro- 
ceeds would be used for acqui- 
sitions this year. 

The hwnifdia+e effect will be 

to ■ strengthen the balance 
sheet December’s net debt of 
E35m has had £90m added to it 
by the inclusion of Grupo 
Espanol General Cable, in 
which BICC now has a major- 
ity stake. 

There remains nearly £l00m 
of off-balance sheet debt, 
nrainiy associated with a joint 
property venture at Spitalfields 
oh the edge of the (Sty. 

BICC also has £177in of con- 
vertible capital bonds which it 
counted as equity, rather than 
debt, in arriving at year-end 
shareholders' funds of FJSfeim 

Last year the group, which 
also owns the Balfour Beatty 
construction company, s of- 
fered a 56 per cent fall in pre- 
tax profit to £8Im after £42m of 
property wnU^-dotvas and pro- 
visions for losses on the Chan- 
nel tunnel contract. 

The exceptional charges 
knocked nearly 15p off earn- 
ings per share, which at 10. 7p 
Ml wen short of covering the 
dividend. 

The rights issue will add 
more than £i0m to the divi- 
dend bill of £54m. largely paid 
out of reserves last year, and 
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Robin Biggam: planning expansion of cable businesses 


will aggravate the problem of 
unrelieved ACT. 

On current trading, BICC 
said there had been no first- 
quarter improvement in its 
main markets. However, oper- 
ating cashflow was up on last 


year. Some signs or recovery 
had been detected in the US 
and the outlook in the UK had 
become more encouraging, 
although little impact was 
expected before next year. 

See Lex 


Avon Rubber motors ahead 15% to £4m 


By Peggy KoHInger 

HIGHER PRICES and a shift 
in the sourcing policies of 
vehicle manufacturers is bene- 
fiting Avon Rubber, the com- 
ponents and tyre manufac- 
turer which yesterday 
revealed a 15 per cent increase 
in Inter im profits from £3J58m 

to £4.1m. 

Mr Tony Mitch ard, chief 
executive, said manufacturers 
were focusing on longer-term 
relationships with fewer sup- 
pliers. This, and other factors, 
had helped Avon increase prof- 
itability in every division 
except industrial polymers, 
which suffered a sharp drop in 


following the end of hos- 
tilities in the Middle East 

However, the pre-tax line 
was also buoyed by a fall in 
interest charges from £2i»lm 
to £L9lm. Turnover rose by 
less *h«n I per cent to £U5m 
(£11 4m) for the six months to 
March 28. The dividend is 
maintained at 5p, payable 
from earnings 31 per cent 
higher at 11. Ip (&5p). 

Mr MKchard said the second 
half was likely to show furth er 
i mprov ement. The benefits of 
last year's £5 -8m charge for 
reorganisation were coming 
through and sales woe also 
showing signs of life in the UK 
and France. 


Meanwhile, a decline is 
defence-related sales hit prof- 
its at the industrial polymers 
division. The operating return 
plunged 52 per cent to £2.6m 
an sales 19 per cent lower at 
£44.7m. The tyre business - 
which focuses on high perfor- 
mance products for the raring 
industry - more than doubled 
profits to £L8m, helped by 
higher prices. 

• COMMENT 

Few had expected that Avon 
could improve on the windfalls 
from last year’s hostilities in 
the Middle East The trick was 
in bringing debt and Interest 
payments down, offsetting 


higher depreciation charges. 
The future looks encouraging 
for Avon, which is spending 
more than ever - some 
£15.5m - on capital expendi- 
ture. Also, rationalisation 
measures promise significant 
benefits until 1994. All that 
aside, yesterday’s sharp rise in 
the share price appears to 
have taken the flavour out of 
the stock for the moment The 
shares closed 24p up at 459p, 
and look up with events on 
profit forecasts of £8.5m for 
1992. The prospective p/e of 16 
times appears expensive in the 
short term, but the shares are 
still a long way from the peak 
of 859p achieved in 1987. 


Lower new vehicle sales cut Frank Gates to £1.32m 


By jane Fuller . .. 

FRANK G GATES, the east 
London-based Ford, dealer, yes- 
terday announced a 45 per cent 
drop in 1991 pre-tax profit, 
from £239m to £L32m, and a 
dividend cut- 

The share price shed 8p to 
close at 7lp. . 

Turnover fell from £70m to 
£56-8m. The company said 
about half of tins was caused 
by .the fell in new vehicle sales. 


with the rest split between 
used cars and the effect of sell- 
ing most of the contract hire 
business in 1990. 

Car sales had suffered 
mainly from the Shrinking of 
the new car market, with 
a little extra disadvantage 
from Ford’s declining 
share. 

Trading profit fell from 
£2 -3m to £1.34m, mainly 
because of the slump in new 
cars. Profits from used cars 


and parts and servicing were 
similar to 1990. 

As the group had rid itself of 
£8m borrowings linked to con- 
tract hire, interest costs 
plummeted from £l.2lm to 
£163,000. This meant that the 
profit figure was about 
£140,000 up before exceptional 
gains. In 1990 these amounted 
to £L37m because of the dis- 
posal 

By the year-end, net debt had 
grown to £3 .5m, about 15 per 


cent gearing, following invest- 
ment in a large site at 
Bishop’s Stortford. Hertford- 
shire. 

The group only pays a final 
dividend and this was cut by 18 
per cent to 225p, in line with 
the fall in after-tax profit. 
The Gates family, other direc- 
tors and connections own 
about 56 per cent of the 
equity. 

On a lower tax rate, earnings 
per share were 4K7p (6.51 p). 


Sainsbury chairman 
rejects accusations 
of high food prices 


By Maggie Uny 

LORD SAINSBURY. the 
outgoing chairman oi the food 
retailer, yesterday countered 
suggestions that UK food 
prices were high compared 
with those abroad by saying 
that the group’s return on capi- 
tal employed, at 21.4 per cent, 
was similar to that achieved by 
leading US and French food 
retailers. 

The group's UK food retail 
operating profit margins rose 
from 7.7 per cent to 8 per cent 
in the year to mid-March, 
higher than those made by 
retailers outside the UK. 

High margins in the UK have 
led to criticisms that British 
food retailers are overcharging 
customers. 

Lord Sainsbury said the 
increased margins were the 
result of opening larger stores 
which offered more higher 
margin goods than the smaller 
ones. 

He said these stores involved 
heavy capital spending. 

Mr David Sainsbury, deputy 
chairman and Lord Salisbury's 
successor, said that group capi- 
tal expenditure had fallen 
slightly in the latest financial 
year to £766m. 

He expected it to rise to 
about £800m in the current 
year. 

After last year's rights issue 
which raised £489m, gearing 
had fallen to 17 per cent. It 
would rise to about 20 per cent 
in the current year, Afr Sains- 


bury said, but would then stay 
at about that level 

Annual pre-tax profits of 
£62Sm (£5J8.2m) came after 
capitalising £56 3m (£5L4m) of 
interest 

Lord Sainsbury said that the 
Sainsbury and Savacentre 
chains had achieved sales of 
£7^bn, a rise of 129 per cent 
and operating profits of 
£6322m, up 17-3 per cent. 

During the year, 21 new 
supermarkets were opened, 
including the group’s first 
store in Scotland. The sales 
area of the Sainsbury chain 
rose by nearly 10 per cent to 
7.6m sq it No new Savacentres 
were opened. 

Homebase, the groups QIY 
chain, also increased pro its, 
by 17.7 per cent to £15.5m on 
sales 14.7 per cent higher at 
£257. 6m. Lord Sainsbury said 
Homebase was ore of only two 
of the leading DIY chains to 
increase profits as the reces- 
sion had made it a tough mar- 
ket. 

In the US. Shaw's, the New 
England supermarket chain, 
suffered a sharp drop in profits 
as recession led to customers 
trading down. Shaw's operat- 
ing profits fell by a third in 
dollar terms but in sterling 
were 29 per cent lower at 
£21 .4m on sales 7.7 per cent 
higher at £Ibn. 

Haverhill Meat Products, 
which sold its Palethorpes sub- 
sidiary in the 1990-91 year for 
£14m, incurred a loss of £l.4m. 
compared with a £2.7zn profit. 


Diploma holds steady at 
£6.2m despite sales fall 


fJOTiCL Cf fliDEMPTlOf* 


By Peter Peers® 

DIPLOMA, the electronics, 
building components and spe- 
cial steels group, yesterday 
reported pre-tax profits mar- 
ginally lower at £6 -2m, despite 
a drop from £71 Jim to £61 -9m 
in turnover. 

Mr Christopher Thomas, 

chairman , said that although It 
had “been a long, hard reces- 
sion exacerbated by many false 
dawns", he believed that condi- 
tions in the period under 
review were “worse and more 
difficult to manage" than in 
the corresponding six months. 

On the building components 
side, IG Lintels achieved a 
“marginal improvement” and 
Mr Thomas raid that IG had 
increased its market share 
from 25 to 35 per cent in the 
past 2 1 /* years. 

Profits at Robert Lee, the dis- 
tributor of plumbing fittings 
and “as near to the high street 
as we get”, were down by one 
third in the “worst conditions 
in 20 years". 


Witham's, in the steels divi- 
sion. was “substantially down” 
though still in the black. It was 
hit by recession in France, 
where it has 25 per cent of its 
turnover, and by low spending 
in the oil sector. 

Mt Thomas said that in elec- 
tronics 30 per cent of orders 
were now “design won”. Macro 
had a good first half with sales 
up 10 per cent and a 25 per 
cent increase to the bottom 
line. 

Because of Diploma’s good 
cash flow, Mr Thomas said he 
wanted to re-balance the 
interim and final dividends: so 
the interim is lifted to 2.75p 
(?. asp), payable from earnings 
of 7.3p (7.5p) per share. 

There was an extraordinary 
charge of £3. 7m. Of this, £l.lm 
related to the loss on fee dis- 
posal of the ECS stake and an 
equivalent amount is debited 
from shareholders’ fends. The 
remaining £2.6m - goodwill 
which was written off to 
reserves in the year of acquisi- 
tion - is now written back. 


© 



CREDIT SUISSE 

CREDIT SUISSE FINANCE (PANAMA) S. A. 


Notice to the holders of warrants 
of 4 7 /s US$ bonds 1987-37 
of Credit Suisse Finance (Panama) S. A, 

exercisable into shares of CS Holding 


The Board of Directors of CS Holding will propose, among others, at the Ordinary 
General Meeting of 4 June 1992 a capital increase of max. Sfr. 175 000 000. The 
new bearer and registered shares are reserved for shareholder warrants, which 
will be allocated to the existing shareholders of CS Holding. 

The existing holders of bearer and registered shares of CS Holding will be allo- 
cated es of 9 June 1992 

1 shareholder warrant series IA for each bearer share 
of CS Holding 

1 shareholder warrant series RIA for each registered share 
of CS Holding 

The existing holders of participation certificates of CS Holding will be allocated Vio 
shareholder warrant of the appropriate category. 

The terms of the warrants will be announced on 4 June 1992. 

in connection wife the issue of these shareholder warrants, CS Holding informs 

fee holders of fee above mentioned warrants that, by exercising fee warrants 

before noon on 25 May 1992 

they can purchase shares of CS Holding which carry fee entitlement to sharehold- 
er warrants. Warrant holders who wish to take up this entitlement must submit 
their warrants by the above date to the banks named in the warrant terms. 

All warrants exercised after 25 May 1992 only entitle to shares ex-shareholder war- 
rant 

There will be a reduction of the present warrant exercise price. 

14 May 1992 ‘ CREDIT SUISSE 

Y CREDIT SUISSE FINANCE (PANAMA) S.A. 


Swiqt SeeurMae numbers: 


4%% USS bends with warrants 1887-87 

804880 

Warrants 

806.193 

• 
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Profits at 
AIB GROUP 
Increase by 7.7% 

“Despite two yean <f recessionary conditions in all our 
core markets, AIB has maintained a satU factor y level of 
prefit performance. Wliile the prrfit increase achieved 
this year may not be dramatic, it does demonstrate the 
resilience of our organisation and the effectiveness rf 
•nir strategies. " 

Gerald Scanlon 
Group Chief Executive 

Attributable profits increased by 7.7% to 
IR£104.7m (Stg£97.6m) 

At 1R£ 1,038m (Stg£967.5m), total income exceeded 
IR£1 billion for the first time 

EPS up 5. 9% to 1R 1 6. 1 p (Stg 1 5. Op) 

Final dividend of IR4.65p (Stg4.33p) per share, making 
a total dividend for the year of rR8.25p (Stg7.7p), [Last 
yean IR7.75p (Stg7.22p)], an increase of 6.5% 

Capital adequacy ratios remain strong following 
completion of rwo acquisitions 

Allied I rah Dmfci pk 

ITtoo utMild like to nvznrj ropy of rtie Group umual report 
iruubUe freer 1 2 June IMV2)flf«r write m Mukertnf; ConutBiinairiim 
j> AIB BjnL. Bmkeennr. EMmau Road. Uxbridge. Middlnci 
oc icfcffauoc 'IMS 272222. ranow Ififi 

AJ3 Group oihtaxTtTiTmaii of Athcd Irish B«nki pie tn rerp o rar d m Ireland 
HqciMied oifrex Dankcenoc. BalUxidRc. Dublin 4 
Rrgtstcml Di Ireland on. 24173 
Member oDMRO 



JAPAN AIR UNES COMPANY, LTD. 
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Payment n< iheRedcnMum Price will be nude upon prcseniotkin uni KUTrndero/ tbe 
Bonds calksl Ittr redempoun. roRethet with oil cmipma appeitdining thereto maturing 
after June 14, 1992. af ihr principal oflkv in ihe d*y tad idled oi any oi the fidWing 
P#>tng Agnus: 

Uv Donk oi Tokyo. Ud. In Paris 
U» lruhutiUd Dank oflafMn Unwed in UnmImi 
Tlv Bonked Tokyo. Ud. in Brussels 

Tbar Induptnai Bank of japan (kiueml>onn>)S. A btUtraihw)) 

Bank oi Tokyo iSwitzarlaKD Lhl. in Zuriai 
IndiisoMunk MwJopoanXxaisrhlBiKn AC mFranUun/Mobn 
On and after Ihe Redemption Date, Interval on the Bond# to be redeemed fur this 
Bulking Fund will erase » peente. Thecmipon toe iwemt payable on June 14. IW attcwld 
be detached and pmvntrd lor payinrM In ihe usual manner. 

Japan Airlines Company, Ud. 

By The Bonk at Tokyo Tnw Company asTcidl AgaU 

Dated. May 14, 


MERSEYSIDE 


The FT proposes lo publish this survey in 
June 8 1992. 

The Financial Times is read by more senior 
European business executives than any 
other international publication. To reach 
this crucial audience and promote the 
vitality arid commercial life of Merseyside 
contact : Ruth Pincombe 

Tel: 061 834 9381 
Fax: 061 832 9248 
or write to her at 
Alexandra Buildings 
Queen Street 
Manchester M2 5LF 

Paid ilium* European Auriw.u Rrtklerslap Sorter IWI 
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COMPANY NEWS: UK 


Expanding pub chain outperforms local rivals 

Greenalls improves 7% to £26m 


By Philip Rawstome 

GREENALLS Group, the 
Lancashire-based pubs and 
hotels operator, achieved a 7 
per cent increase, to £2o^m. in 
pre-tax profits for the half year 
to March 27. 

Mr Andrew Thomas, manag- 
ing director, said the business 
climate “continues to be diffi- 
cult. We have not seen any 
sign of a real upturn in con- 
sumer spending.” 

Trading profits rose from 
E2i.3ni to £23.9m on the back of 
a 5.6 per cent rise in turnover 
to £238.2m. 

Fully diluted earnings rose 
from 11. 7p to I2.5p and the 
interim dividend is increased 
to 4.84p - a 10 per cent rise on 
last time's 4.4p. 

In spite of the recession, the 
group's 1.368 pubs raised oper- 
ating profits by 7.6 per cent to 
£20.7m. outperforming the 
industry in its trading 
area. 

Drinks sales were 3.5 per 
cent higher though volumes 
were down overall by nearly 6 
per cent. 

Food sales grew some 24 per 
cent, partly reflecting an 
increase in the number of man- 
aged food houses. 

Nearly £9m was spent on pub 

refurbishment, and the 40 pubs 
acquired from Allied- Lyons for 

£10.2m at the end of March 


British Inv 
Trust net 
assets up 

BRITISH Investment Trust, 
which has total assets of 
£5S0tn, saw its net asset value 
rise to 821p per share over the 
12 months to March 31. 

That represented a 3.1 per 
cent Increase over the 796p at 
March 31 1991, and compared 
with falls of LB per cent in the 
FT-A All-Share Index and 2.5 
per cent in the MSCI World 
Index, said Sir Colin Barker. 

chairman . 

The trust, managed by Edin- 
burgh Fund Managers, has 65 
per cent (67 per cent) of its 
portfolio in the UK, 13 per cent 
(12 per cent) in Europe, and an 
unchanged 9 per cent in the 
US. 

Net revenue attributable to 
ordinary holders came to 
£l3.4m (£16.4m) after tax, 
minorities and a £l.37m excep- 
tional charge on revaluation of 
property. 

Earnings per share were 
2L5p (26Bp> and the dividend 
for the year is held at 22Bp 
with an unchanged final of 
13p. 

A subdivision of shares - 
from 25p to 5p - is proposed to 
improve marketability. 

Firstland loss 
cut to £743,000 

Firstland Group, formerly Fir- 
stland Oil & Gas, incurred a 
pre-tax loss of £743,000 for the 
1991 year. 
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Andrew Thomas: business climate remains difficult 
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were expected to boost the 
estate's second half perfor- 
mance. 

Operating profits from the 
104 catering inns and restau- 
rants were 42 per cent higher 
at £3,im. Another 13 establish- 
ments were being developed as 
part of the division's expansion 
programme. 

Profits from Cellar 5, the off- 
licence chain, advanced from 
£1.45m to £lBlm. The opera- 
tion has yet to feel the full 
benefits of the 187 Blayney 
shops bought from Vaux. 


The drinks and services divi- 
sion. encompassing amuse- 
ment machines and drinks dis- 
tribution and wholesaling, 
raised profits by 8.6 per cent to 
£3.42m. 

Trading conditions contin- 
ued difficult for De Vere hotels 
in the UK. Operating profits 
declined 11 per cent to £6.08 m 
as occupancy rates fell 
from 57 per cent to 53 per 
cent. 

Advance bookings for the 
autumn have been improving, 
however, and the operation is 


NEWS DIGEST 


The figure included an 
exceptional provision of 
£301,000 against a disposal of 
shares in Explaura. the lime- 
stone extraction group. Lasses 
for the previous year amounted 
to £3 .39m including exception- 
al of £2. 8m. 

Turnover totalled £393.000 
(.£563,000) and losses per share 
emerged at 3£4p (15.42p). 

The group, quoted on the 
USM, recently announced a 
refinancing package and 
appointed a new management 
team. It intends to diversify 
away from its oil and gas inter- 
ests and is currently looking at 
the areas of packaging, distri- 
bution and specialist engineer- 
ing. 

Scottish Value Tst 
assets ahead 21% 

Scottish Value Trust, which 
has 80 per cent of its assets 
invested in the investment 
trust sector, reported a net 
asset value of 59.22p at March 
31. 

That marked an improve- 
ment of 21 per cent over the 
4&85p standing six months ear- 
lier. At April 30. net asset 
value had risen to 62.48p, rep- 
resenting a gain of some 33 per 
cent since relisting on July 25 
1991. 

Available revenue for the 
half year to end-March 
amounted to £191,000. The com- 
pany, formerly known as 
Bremner, has changed its year- 
end and the figure is compared 
with £70,000 for the six months 
to September 30 1991. 

Earnings per s'bare emerged 
at 0.82p (Q.4fip) and the interim 
dividend is OBp. 


Needier reduces 
first quarter Joss 

Needier Group, a Canadian 
building materials combine 
quoted on the USM. reduced its 
seasonal pre-loss to CS2.93m 
f£L3sm; for the first quarter of 
1992. 



In the comparative three 
months the group incurred a 
deficit of C$3.48m, but by tbe 
end of 1991 had turned in a 
profit of CS 1.74m. 

Losses per share for the 
quarter were 10.4 cents (12-5 
cents). 

The group produces aggre- 
gates. asphalt, concrete block 
and paving stone, and operates 
chiefly in the Province of 
Ontario and New York State. 

Guarded optimism 
at Yorklyde 

Yorklyde. the Huddersfield- 
based woollen and worsted 
cloth manufacturer, reported 
profits of £1.52m pre-tax for the 
12 months to January 3L 

The outcome - down from 
£1-S2m last time - came on 
turnover ahead 14 per cent to 
£11.4m (£9.92m). Mr Charles 
Brook, chairman, said the "sat- 
isfactory" result reflected a 
period of severe recession. 

771600 was guarded optimism 
of an upturn in trading condi- 
tions. although this was likely 
to be gradual, he said. 


expected to benefit in 
the second half from a new 
hotel at Swindon, and the 
recently-opened golf hotel in 
Cheshire. 

Losses in tbe US hotels oper- 
ation were cut from £959.000 to 
£677.000. 

Profits from the disposal of 
properties fell from £2.89m to 
£1.96m. reflecting the group's 
decision to curtail sales until 
file market improves. 

Net debt stands at £213m. 
representing 26.6 per cent of 
shareholders' funds. 


Earnings per share dipped 
from 252p to 2L2p. The final 
dividend is held at 5.7p for a 
maintained total of 9.7p. 

James Wilkes sells 
offshoot for £1.17m 

James Wilkes, the Sheffield- 
based specialist engineer, has 
completed the sale of the busi- 
ness and certain assets of its 
Knigbtway Air Charter off- 
shoot to Lambson Group for 
£1.17m cash. 

After repaying hire purchase 
debts of £530,000 on the compa- 
ny's Cessna aircraft, the bal- 
ance will be used to reduce 
group borrowings. 

Expansion for Ben 
Priest division 

Copal Casting, part of Benja- 
min Priest, the engineering 
group, has acquired Wrexham- 
based Malpas Machine Tool, 
which designs and builds spe- 
cial purpose machines and also 
does machining subcontract- 
ing. 

Tbe price was not disclosed. 
Mr Mike Barber, Copal’s man- 
aging director, said it was 
planned to double Malpas' 
turnover to about £1.5m in the 
next three years through 
investing in new manufactur- 
ing technology. 

Employment at Malpas will 
be expanded from 18 to 54 peo- 
ple within three years, helped 
by a grant from the Welsh 
Office. 

Priest was taken over 15 
months ago by International 
Marine, which is part-owned 
by Ferruzzi of Italy. 


Barlo launches 
conditional I£22m 
offer for IRG 


By Tim Coone in Dublin 

BARLO GROUP. the 
Irisb-based radiator manufac- 
turer. yesterday announced an 
I£21.7m (£19.7ra) bid for IRG, a 
plastic packaging business 
with manufacturing plants in 
the Irish Republic, the UK and 
Belgium. 

At current prices, the share- 
exchange terms of 55 Barlo 
shares for every 20 IRG ordi- 
nary' value the latter at 143p, a 
premium of 6 per cent on the 
last dealt price and of 50 per 
cent on the price at April 9, tbe 
day prior to Barlo acquiring 
14.89 per cent of IRG. 

About 35. 8m Barlo shares 
would be issued, representing 
32 per cent of the enlarged cap- 
ital. 

Barlo said its offer was con- 
ditional on irrevocable commit- 
ments being made on a further 
15 per cent of IRG shares by 
5pm today, which would bring 
its stake to 29.9 per cent 

The bid is aiso conditional 
on the IRG accounts for 1991 
showing pre-tax profits "not 


less than l£lBm and total bor- 
rowings not exceeding I£l5m”. 

IRG has yet to announce 
those results, but local ana- 
lysts expect profits of \SSL2m 
and earnings per share of 
UL5p. 

Barlo proposes to raise £10m 
through a placing on the offer 
being declared unconditional 
in all respects; an open offer 
will made to shareholders. This 
is expected to reduce the esti- 
mated I£15m debt of IRG. 

Earlier this month Barlo 
reported a return to profits for 
the year to March 31 1992, fol- 
lowing two years of losses, and 
despite a continuing recession 
in tbe UK construction indus- 
try. 

This has been largely attri- 
buted to the rationalisation 
carried out by the new man- 
agement team put together 
under Mr Tony Mullins, man- 
aging director since September 
1990. 

It is this expertise which 
Barlo hopes to apply to its tar- 
get should the bid be success- 
ful 


TransTec seeks £24m to 
expand and cancel debt 


By Peter Pearse 

TRANSFER Technology 
Group, formerly Central & 
Sheerwood and headed by the 
late Mr Robert Maxwell before 
reorganisation and the decision 
to concentrate on specialised 
engineering, yesterday 
announced three acquisitions 
and a £23 3m rights issue. 

As well as funding the pur- 
chases. the ragh call will elimi- 
nate group debt currently 
between g?m and £3m. 

BEW (Auto Products). Ear by 
Light Engineers and Ray con 
Corporation - the companies 
being acquired - would “con- 
tribute significantly to Tran- 
sTec's planned growth as an 
important supplier to the auto- 
motive and aerospace indus- 
tries''. said Mr Geoffrey Robin- 
son, chairman. 

They will cost TransTec a 
combined £7.65m, plus divi- 
dends of £J-Sm paid on comple- 
tion to the vendors of BEW and 
Earby- TransTec is also assum- 
ing borrowings of £9m, result- 
ing in a total bill of about 
£18.5m. 

Up to 623m shares will be 
allotted on a l-for-2 basis at 
400p each, a discount to last 
night's 485p close, up 2p on the 
day. Joint underwriters are 
Charterhouse Bank, the 
group's advisers, and Credit 
Lyonnais Lalng, broker to the 
issue. 

Consideration for BEW. 


which is a high volume 
machinist of aluminium and 
iron castings, is £4.63m, with 
£-L58m in cash and the balance 
as an unseamed loan note; it is 
a customer of AL Dunn and 
competitor to Coventry Apex, 
the two companies in Trau- 
sTec’s automotive division. 

Mr Neil Logue. TransTec 
finance director, said the 
annual turnovers of BEW and 
Apex were about £2Qm and 
£30m respectively. When 
brought together, he was 
looking for a combined figure 
of about £S0m. Although the 
BEW name would be retained, 
he said, the company's man- 
agement would not. 

This contrasts with Earby, 
which is keeping its manage- 
ment. The company, which 
will cost £2. 18m cash, makes 
high precision components for 
the aerospace industry and 
Rolls-Royce in particular. It 
has no US sales. Mr Logue said 
the vertical integration of 
Amchero. TransTec’s aerospace 
subsidiary which has links 
with General Electric and Pratt 
& Whitney of the US. into 
Earby would enable the divi- 
sion to manufacture complete 
engine blades. 

Raycon is a US-based manu- 
facturer of electro-discharge 
and laser machining systems 
for both the automotive and 
aerospace industries. The con- 
sideration is S1.5m (£840,000) 
cash. 
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King A Shataon. London Atlanta: Inv Trust 
WT Capital Parmara, Smith St Auhyn. Warnor 
Howard. uVarnford uivs. 
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Ivory A Sima . .. 
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May 20 
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June tO 
June IB 
June 30 
May 21 
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FT CONFERENCES 

ASIAN ELECTRICITY 

Singapore, 26 & 27 May structuring of Asia's 

The conference wBI focus on tne re ? a .: sat j on 

electricity supply industry - 

policies underway. Bpoakers ina _ Df ^ 
Sarny Vellu, Malaysian “ in ‘ s ^ f of | Jj!S, y, 4rf Mines 6 

Arismunandar, Director General. Oirector, 

Energy, Indonesia; Dr MrValpnatb . 

National Energy Policy Office, Thailand, M Jpn^ 
"an Sm4 [State Tor 
Tsukuda, Deputy Chairman, Overseas 
Cooperation Fund, Japan. 

VENTURE SYMPOSIUM 1992 

has agreed to deliver the Keynote add r6 “^’t" s “^° r 
tantMnterer.ee for the venture capita (industry. 
Arranged Joinlly by the European Venture Capital 
Association and the Financial Timo3 \ th ® 0Q y f v J*° 
will focus on venture performance in me i = yub - 

COMMERCIAL AVIATION AND AEROSPACE IN 

EAST AND WEST EUROPE 

Berlin, 11 & 12 June . , 

The conference will review the major new 
for co-operation and collaboration between Western 
and Eastern aerospace and airline industries. Speakers 
include: Mr Vitaly Yefimov, Minister of Transport of the 
Russian Federation; Dr Martin Bangemann from the 
European Economic Commission; Mr Anatoly Bratukhin, 
Ministry of Industry. Russian Federation; Mr Karl J 
Dersch of the BDLI; Mr Lawrence Clarkson from 7he 
Boeing Company; Mr Albert Schneider from BMW Rolls- 
Royce and Mr Bronislaw Klimaszewski from LOT Polish 
Airlines. 

NORTH SEA OIL & GAS 
London,6&7Juty 

The new investment challenges faring North Sea oper- 
ators and the outlook for equipment and service suppliers 
will be examined at this topicaJ meeting, which will also 
feature a review of activitiy. Speakers will Include: 

Dr Chris Gibson-Smith, Chief Executive, Europe at BP 
Exploration; Mr Graham Heame CBE, Chairman & Chief 
Executive, Enterprise Ofl; Mr Johan Void. Executive 
Vice-President at Statoil; Mr Peter Steen, Deputy 
Managing Director of The Danish Energy Agency and Mr 
Ron Prabert, Managing Director. Gas Supply & Strategy. 
British Gas. 

MANAGING FINANCIAL RISKS 
London, 6 &7 July 

The workshop is an intensive, practical course aimed 
at those who wish to understand die prineptes and prac- 
tices of financial risk management. It combines 
comprehensive technical reference material with an 
interactive format, case studies and worked examples. 

All «nqi*i«s «houU be address*) lo: RnancM Times txmtorenc* 
Orpvfeafcn, 126 JemiynSVsBt, London SWtY4lUTM: 071-925 2323 
9«nic»XT«iK:273<7FfOQrFG,FncOn-flSSZI2S 
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FINANCIAL TIMES CONFERENCES 

WORLD 

ELECTRICITY 

. 9 & 10 November, 1992 
London 

The Financial Times/Fower in Europe Vtfarid 
Electricity conference - the sixth In a well 
received series — wffi review developments in 
key etectricity markets and focus on the issues 
of current concern for the power business. 


fw further mum tNsadvmISaamenr, togatharvrith 

your busmen card to: 

Financial Timas Conference Organisation 

126 Jeronyn Street, London SWIY4U1.IUK 

"M: 071-926 2323 Fax: 071-925 2125 Tbe Z7347 FTCONF G CXBH6 


CONTRACTS AND TENDERS 



Treuhandanstalt 

^ fine government agency privatising eastern Germany property) 






Invitation: 


PRE-QUALIFICATION 

for a tender of a Data Processing Service-Company 


Datennetze, Geratetechnik, Wartungsdienst GmbH, Berlin 
VT t T (Data Networks, Hardware, Maintenance Company Ltd.) 


1. Scope of business 

■ Technical maintenance of decentra- 
lized electronic data processing 
systems, primarily for financial 
institutions and government. 

• Software services for local applica- 
tions, including system installation, 
software training and support for 
users. 

■ Comprehensive services for com- 
munication solutions 

- Off-line PC solutions 

- Local networks 

- Wide-area networks. 

• Comprehensive construction and 
equipment jobs for financial 
institutions. 


Also included are user counselling, 
design, wiring, installation as well as 
start-up of data transmission and 
decentralized data processing 
systems. 

2. Local coverage of Company 
business 

All the five new German federal 
states, with offices in Schwerin, 
Potsdam, Halle, Dresden and Suhl 
and with branches in Rostock, 
Neubrandenburg, Frankfurt/Oder, 
Magdeburg, Erfurt, Gera, Gotha, 
Leipzig and Chemnitz. 

3. Personnel 

250 employees based in 16 places 
with top qualifications. 


Conditions 

1. The Treuhandanstalt, in accordance 
with its legal mandate, intends to sell 
the aforementioned service company 
through a restricted tender. 

2. Authorized participants in this re- 
strictedtenderwiii be (ho3e companies 
and bidders whose necessary qua- 
lifications have been established 
through a pre-qualification process. 

3. Thepre-quallficaiionprocess requires 
submission of proof of: 

- company record of successful 
business relations with financial 
institutions and government autho- 
rities and experience in hard- and 
software services. 

- good business relations with leading 
hardware suppliers. 

4. Interested parties are required to 
submit in writing this pre-qualification 
documentation along wfth any further 
relevant information about them- 
selves. No parfculariomt forthis docu- 
mentation is necessary. 


)uaJrficaiion materials are to 
be submitted in a sealed envelope 
marked only with the entry 'DGW- 
Pre-Guafincation’. 

6. These materials must arrive latest at 
the Treuhandanstaft, LerpzigerStra- 
f3e 5-7, 0-1080 Berfin, Germany, on 
June 4. 1992, by 2 pm. (local time). 

7. The opening of the pre-quanfleation 
materials will take place subsequently 
in the presence of a notary public. 

8. The Treuhandanstalt win decide on 
the pre-qualification and the ftiterested 
parties will be informed accordingly. 

9. The restricted tender for the afore- 
mentioned company wiu take place 
within the three (3) weeks following 
June 4, 1992. At that time, the pre- 
quaiified parties will receive all 
necessary Information about the 
company as well as authorization to 
visit the company. 

These conations are translated from 

the German language, incase of depute 

the German wording will prevail. 


For any questions please contact: 


Treuhandanstalt • Central Tender Office • Leipziger Str. 5-7 • D-1080 Berlin/Germany 


Tel. +49-30-31542808 
Fax +49-30-31542642 
Telex 305141 thazd 
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COMMODITIES AND AGRICULTURE 


Japan faces civil action 
over Hirohito coin seizure 


By Kenneth Gooding, 

Mining Correspondent ■ 

THE MURKY mystery 
invoking iim gold coins worth 
Yl.l trillion (mfilion million) 
issued to celebrate the late 
Emperor Hirohito’s 60th year 
on Japan’s Chrysanthemum 
throne is about -to enter a new 
phase. ■ 

On his arrival in Tokyo yes- 
terday Mr Raul. Davies, a UK 
coin dealer, said he would start 
a civil court action next weds: 
against the Japanese govern- 
ment and the Tokyo metropoli- 
tan government to seek the 
return of 3500 Hirohito mins, 
valued at more than £600.000. 
They were seized 26 months 
ago by the Tokyo police at Nar- 
ita airport. He also seeks com- 
pensation. 

The police claimed that the 
confiscated coins were fakes 
and thqt they had unco vered 
Japan's largest known counter- 
feiting case. They alleged the 
coins were part of a consign- 
ment of 107.000, then worth 
USS70m, suspected of being 
counterfeits and imported to 
Japan from the Middle East 
through European intermedi- 
aries. . 

Mr Davies, a 40-year-old bar- 
rister who set up a coin dealing 
business in flkley. West York- 
shire, 19 years ago, has always 
protested that his coins are 
genuine. 

He said yesterday that his 
main motive in taking his case 


to tiie Japanese court was to 
insist that the relevant govern- 
ment authorities prove, beyond 
all doubt, that the coins are 
fakes. “If they are unable or 
unwilling to substantiate their 
gfafaw. 7 should be fully com- 
pensated for my fosses,” be 
said, “and my tarnished repu- 
tation should be tramndWinn . 
aQy restored." 

Mr Davies said another 
aspect of the court proceedings 
would be to highlight the con- 
tradictory behaviour of Japan’s 
Ministry of Finance, the Tokyo 
Customs Office, the Bank of 
Japan and the Osaka Mint 
prim: to the seizure of his com- 
pany’s coins. 

He suggested: “Their behav- 
iour, both collectively and 
independently, clearly estab- 
lished that the coins are 
unquestionably genuine." 

The affair began in 1985 
when Japan gave the gold mar- 
ket a tremendous boost by 
importing 300 tonnes of gold, 
then worth $3bn, to prepare far 
the issue of the Hirohito coins 
the following year. 

The scheme was controver- 
sial from the outset because 
the gold.was imported via New 
York in an effort to make the 
balance of trade with the US 
look less favourable to Japan. 

It also involved big profits 
for Japan's finance ministry. 
The coins were priced at 
Y100.000 each, twice the value 
of the 30 grams of gold they 
contained. Consequently, the 


ministry a profit of up to 
YBOOba worth $ 3 - 5 bn at the 

However, as the coins were 
legal tender and the Bank of 
Japan was obliged to buy them 
back at Y! 00.000 each, there 
were obvious risks that forgers 
mi ght try to in on the 
premium between the gold con- 
tent and the legal-tender price, 
in January 1S90 the Tokyo 
police said that this had indeed 

happened and claimed forgers 
had been at work since 1988. 

The Tokyo police and the 
Finance Ministry continue to 
deflect questions about the 
affair by saying investigations 
are ron ti m nn g - But Mr Davies- 
claimed yesterday the police 
effectively abandoned their 
investigations in the summer 
of 1990. 

He wi * “1 have been held as 
a financial hostage by the Jap- 
anese bureaucracy for over two 
years and made to pay the pen- 
alty for a crime that does not 
exist. The financial pressure 
caused by the prolonged confis- 
cation of my coins is greatly 
r es tri c tin g my business. 

“The Tokyo police and the 
finan«v» ministry are not above 
the law. They must be account- 
able for their actions and can- 
not be allowed to bide behind a 
veO of secrecy." 

His Japanese attorney, Mr 
Takesbi Sakuragi, will for- 
mally lodge the legal docu- 
ments at the Tokyo District 
Court next Tuesday. 


Appeal for 
greater 
openness in 
gold market 

i HR FIRST chairman of the 
London Bullion Market Associ- 
ation made a final appeal for 
greater transparency In the 
gold market as he stepped 
down from his position yester- 
day after four years, Reuter 
reports. 

Mr Robert Guy, a director of 
N.M. Rothschild, the bullion 
house, said the long bear run 
in gold had discouraged inves- 
tors from using the market, 
but added that if they returned 
as the market picked up, they 
would demand r wm -p informa- 
tion. 

“If yon want to attract 
investors into the market you 
shouldn’t ask thwwt to invest 
blind.*' Mr Guy said. 

The LBMA chairman said 
historic but regular reports on 
London’s gold market turn- 
over would also assist the bul- 
lion houses themselves. 

“It is internally Important 
for the companies Involved In 
the market to have a bench- 
mark to compare their activi- 
ties with each other," he said. 

Pointing out that both the 
gilts and foreign exchange 
markets appeared to benefit by 
producing turnover figures, he 
suggested the gold market 
should gradually do the same. 
“I think the majority of mar- 
ket makers would be happy to 
see turnover figures, but the 
LBMA believes in consensus," 
he said. 

The question of value added 
tax on gold, said Mr Guy, 
would continue to be an 
important Issue. He said the 
outcome of current talks in 
Brussels on the harmonisation 
of VAT rates wi thin the EC 
would be of vital Importance 
to the Lonfl o" and continental 

gold Tnurtate. 

“As far as London is con- 
cmned the worse we could do 
is maintain the current situa- 
tion. There are sound reasons 
for removing VAT from gold, 
but political reality mwm< fhi« 
will be very hard to achieve." 

Under current regulations 
members of the LBMA who 
trade between themselves do 
not pay VAT on their transac- 
tions. “It would be helpful if 
investors could buy gold free 
of VAT provided they did not 
fake delivery," said the outgo- 
ing chairman. 

He saw no move towards the 
market adopting a central 
dealing house system but said 
there was an interest in reduc- 
ing the cost of providing a 
clearing service in London. 

“There is no standard cost 
charged by the London market 
to the international 
world. . . and the provision of 
that cheap or free service obvi- 
ously attracts a lot of busi- 
ness," he mM. 


Tin producers’ association set 
to end export quotas by 1994 


THE ASSOCIATION of Tin 
Producing Countries is likely 
to end tin export curbs by 1994 
because low prices are already 
forcing- members to produce 
below their quotas, according 
to a senior association official, 
Reuter reports from Kuala 
launpur. 

"Based on the current stock 
depletion rate, we may con- 
tinue the export quotas for 
another onoand-a-hidf years,” 
said Mr Redzwan Stmran, the 
producer group’s executive sec- 
retary. 

The association’s members 
- Australia, Bolivia, Indon- 
esia, Malaysia, Nigeria, Thai- 
land and Zaire - -account for 
about 60 per cent of world pro- 
duction and they have oper- 
ated a system of annual export 
quotas since March 1987. 

Prolonged low prices, caused 
by a large stock overhang and 
depressed . demand; have 
caused mine closures and pro- 
duction cots. 

To help reduce the overhang, 
the association’s current agree- 
ment limits members’ exports 


to a total of 87.091 tonnes in 
1992. down from 95.849 in L991. 
Members produced less than 
their quotas in 1991 and ana- 
lysts say the trend could con- 
tinue if prices remain low. 

Some analysts estimate the 
ATPC members’ 1992 produc- 
tion at 85JH0 tonnes. 

The Malaysian tin price 
surged yesterday to an eight- 
month doting high of M$15D5 
135.92) a kilogram, reflecting 
rising consumer interest, after 
recently dropping almost to a 
low of MS28J9 a kflogram. 

Non-ATPC members Brazil 
and C hina, the world’s top two 
producers, have voluntarily 
lfrnifpri exports in recent years. 

Mr Redzwan put world tin 
stocks at slightly below 40,000 
tonnes at the end of April, mar- 
. ginally lower than a year ago 
but well above the ATPC’s 
market-equilibrium target of 

20,000 tonnes, or six weeks’ of 
world consumption. 

• A Brazilian high court has 
delayed an expected ruling on 
a dispute over mining rights at 
Brazil’s biggest tin mine. Bom 


Futuro, after a judge asked for 
more time to study the case, 
the Gazeta Mercantil reported. 

The Gazeta said two 
Supreme Court justices had 
voted to give the righto to the 
Ebesa consortium when a third 
justice called for a delay to 
review the process. 

Ebesa. a group of seven com- 
panies led by Raranapaneroa, 
the world’s largest private-sec- 
tor tin ore producer, was 
granted the right in November 
to mine the open-cast site in 
the Amazon state of Bondonia. 

In December, wildcat miners 
won a court injunction against 
the Ebesa consortium while 
appealing to win the right to 
work Bom Futuro. 

State of Rondonia officials 
have said that despite the 
injunction about 1,500 wildcat 
miners continue to work the 
site. In March, police and gov- 
ernment officials confiscated 48 
tonnes of tin produced by the 
wildcat miners. 

The Gazeta did not report 
whether a new date had been 
set for the ruling. 


Reformed CAP will be a tight fit 

David Blackwell on problems looming for medium-scale fanners 


THE FUTURE of top quality 
500-acre family farms in the 
UK looks bleak, however 
diluted the proposed EC Com- 
mon Agricultural Policy 
reforms become. 

Two separate recent studies 
have reached similar conclu- 
sions after analysing the effect 
of the reforms proposed by Mr 
Ray MacShaity, the EC Farm 
Commissioner. Central to bis 
plan is a 35 per cent reduction 
in cereals prices to bring them 
nearer to world levels. Farmers 
would get compensation for 
the cut only if they set aside 15 
per cent of their land. 

Only recently a 500-acre form 
would provide a comfortable 
living - certainly enough to 
send a couple of sons to public 
school, according to Mr Mal- 
colm McAllister, managing 
director of Booker Farming, 
which farms and advises on 

45,000 acres in England. 

The comfortable living has 
already disappeared, and the 
additional imposition of the 
proposed reforms would be 
“devastating" to a 500-acre 
unit Its net income, estimated 
at £20,000 now, would foil to 
just £3,500 before the “nominal 
set-aside compensation”, 
Booker predicts.' 

Grant Thornton, the farming 
accountancy linn. Is predicting 
a foil in the income of a well- 
run 500-acre form from £65.70 
an acre to £55 an acre before 
rent and finance costs. 

Given the tightening restric- 


tions in income, it is not sur- 
prising that more than 9,000 
UK forms have gone out of pro- 
duction in the past five years, 
as a National Westminster 
Bank study showed earlier this 
year. The hank predicted a con- 
tinuing concentration in the 
industry as the largest farms 
expanded and the smallest 


Ironically, Mr MacSbarry 
sees his reform plans as sup- 
portive of family farming in 
Europe. “In this country he 
will definitely not be support- 
ing the concept of the family 
farm," says Mr McAllister. 

Mr Gary Markham of Grant 
Thornton points out that even 
in the UK the MacSharry plans 
will benefit the average, as 
opposed to the high perfor- 
mance 500-acre farm, which 
would show a profit of £25 an 
acre compared with the £21.40 
being realised at the moment. 
However, for most farmers this 
is still not sufficient to fund 
interest on borrowings and.or 
rent, which can be more than 
£50 an acre. 

Mr Markham believes that 
the MacSharry reforms will be 


of maximum benefit "on low 
performance farms of under 
300 acres, but most of these 
will still trade at a loss, and 
will probably disappear”. 

For the bigger farmers the 
options are limited - they can 
try to increase output still fur- 
ther. they can reduce fixed 
costs, or they can adjust their 
business to make lull use of 


crops such as potatoes and sug- 
ar-beet which are not affected 
by the MacSharry plans. 

“Progressive units must plan 
for the changes now,” Mr 
Markham says. “It could make 
the difference between staying 
in farming or not, depending 
on the level of rent or finance-.” 

Booker Farming has worked 
out that the MacSharry plans 
would out the net profit on one 
of its 1.200-acre farms from 
£60.000 to £19,500. But .Mr 
McAllister believes the damage 
can be limited through further 
expansion, such as taking a 
typical 500-acre farm under 
contract. 

Under such a scheme, 
according to Booker, the owner 
of the 500-acre farm would end 
the year with an income of 


£27.000 while the net income 
for the iJOfrncre form will be 
nHHPL T5ie 50fracrc former's 
income will come from a fixed 
sum of £50 an acre, including 
the 75 acres of set-aside which 
Booker would manage, coupled 
with a share uf !be profits. 

Mr McAllister, whose com 
pany achieved a return last 
year of 24 per cent on capital 
employed, believes such an 
arrangement would create a 
single viable business through 
economy of scale in place of 
two un viable businesses. The 
contracted-out farmer would 
live un his form and unjuv it, 
but cease to form directly 

Booker would spend nmn 1 
money on training, hoping to 
reduce costs un fuel, sprays 
and fertilisers still further. 
Last year. Mr MeAllialer 
claims u 15 per cent saving mi 
fuel after making sure that 
every tractor driver i-<»ald 
check luel injectors ami tillers. 

CuntniLimgHiui might .seem 
a drastic way out. but Mr 
Markham agrees that mrrv.iv 
mg the sire uf a wt-SI-nm form 
appears to be almost the only 
option to min tv lived ousts by 
any suhstantj.il .unmiiit. 

Meanwhile, Mr Markham 
point; out, it is rhe uncertainty 
surrounding ihv reforms that 
is hurling the farming business 
most. "Let’s, get on with it and 
fix the goal posts in place,” lie 
said. 


5hronk. 


The outlook for the top quality, 
500-acre UK family farm looks 
bleak under a reformed CAP, 
according to two recent studies 


Venezuela invests $3.8bn in oil refineries 


By Jos Mann in Caracas 

VENEZUELA’S national oil 
company, PDVSA. is investing 
more than US£3Jbn to upgrade 
its two largest oil refineries. 
The investments are among 
the largest in the world oO 
refining industry. 

The company has placed a 
high priority on the invest- 
ments and they are not likely 
to be affected by budget cuts - 
anticipated this year because 
of lower-than-expected world 
oil prices. 

Upgradings are planned for 


the Cardon refinery, operated 
by PDVSA subsidiary Mar- 
aven. and at the Amuay refi- 
nery, operated by Lagoven. 
another PDVSA division. 

The investments are 
intended to enhance product 
quality to meet future environ- 
mental standards (especially 
those of the Clean Air Act in 
the US). They are also designed 
to increase processing of heavy 
crude oils and to raise profit- 
ability. 

The two refineries, con- 
nected by a system of pipelines 
last year, have combined crude 


oil processing capacity of 

935,000 barrels per day. Viewed 
as a single complex, that 
makes Amuay and Cardon the 
largest complex in the world. 

Cardon. with 300.000 b;d of 
processing capacity, is receiv- 
ing investments of S3bn. Out- 
lays for a delayed cokcr. cata- 
lytic platformer, isomerisation 
unit, and other projects will 
radically alter the refinery’s 
product slate. The facility now 
produces about 70 per cent dis- 
tillates and 30 per cent high 
sulphur fuel oil. By 1994, the 
refinery is expected to produce 


90-35 per cent distillates and 
only 5-10 per cent fuel oil 
Investments at Amuay, 
which has a capacity of 635.000 
h : d. will total SHI 8m. They 
cover a delayed coking facility 
and other units in raise the 
quality of refined products and 
reduce emissions. 

Both refineries are building 
plants to produce MTBK and 
TAME, oxygenates used to 
replace lead in car petrol. 
International companies, 
including Fluor Daniels and 
Foster Wheeler, are involved in 
the projects. 


Sugar strikes hit Guyana and Barbados 


By Canute James In Kingston, 
Jamaica 

THE SUGAR industries of 
Guyana and Barbados have 
been crippled by strikes as 
mill ers and unions argue over 
higher wages. 

Guyana’s 20.000 sugar work- 
ers have left the country's 
eight mills idle to support their 
union’s demand for wage 
increases of 100 per cent The 


Guyana Sugar Corporation, the 
country’s sole producer, says it 
cannot pay that much. 

The strike comes amid indi- 
cations of a recovery in output 
by the Guyanese industry'. Pro- 
duction so far this year of 
about 90.000 tonnes is slightly 
more than double the output in 
the corresponding period of 
last year. 

The union representing 
sugar workers in Barbados 


said the strike in that island 
fallowed the refusal of the mill- 
ing company. Barbados Sugar 
Industry, to pay workers a 
bonus agreed earlier. The com- 
pany claims the formula for 
the bonus has not been agreed 
with the union. The sugar har- 
vest was delayed by an eight- 
week strike, and the industry, 
which is forecasting output of 

55.000 tonnes, has had to 
import to meet home demand. 


Coffee exports 
from ICO down 

EXPORTS by exporting 
members of the International 
Coffee Organisation to all des- 
tinations totalled 6.31m bags 
(60 kg each) in March 1992, 
compared with 6.76m bags in 
March 1991. according to ICO 
statistics. Renter reports. 

About 5.66m bags were 
shipped to other ICO members 
and 646,000 bags to non-mem- 
bers. 



WORLD COMMODITIES PRICES 


MARKET REPORT 


MOST BASE metals prices 
fluctuated in narrow trading 
ranges at the London- Metal 
Exchange during the afternoon 
with traders watching the latest 
round of German metal workers 
pay talks. The COPPER market 
was the most nervous - 
Germany is one of the world’s 
biggest importers of that metal 
- and the cash position closed 
£8.50 down on the day at £1,218 
a tonne, extending the fall on 
the week to £22.25 a tonne. The 
TIN market’s recent strength 
was maintained, although toe 
three months delivery position 
again failed to break resistance 
at $8,100 a tonne. The closing 

London Markets 


oB (par barrel FOE) 


+ or - 


Bland (dated) 
Bland (JuQ 
1 pm eat) 


St7.Z3-7.aOq +028 
31090-085 +073 
SI 9 85-8.75 
S20JXMLB0q -076 


(MWB prompt deUvery par tonne OF) + »■ 


+1 


Premium Gaatfna 
Qu Ofi 3182-183 

Heavy Fuel 011 *73-78 

Naphtha SW0-1S1 -OS 

Petroleum Argm'EMmmtoa. 


Other 


+ or - 

Gold (per troy oz)+ 

S3U0 

+0.10 

Silver (per troy 

400c 


Platinum (par troy oz) 

S353.76 

+0J5 

PaUadhrra (pm boy ax) 

882.79 

+ 0.18 

Copper (US Producer) 

10448b 

+0.0S 

Lead (US Producer) 

37.37c 


Tin (Kuala Lumpur market) iSJBr 

+008 

Thi (NewVort) 

283 JOc 

+ 4J 

Zinc [US Prime Western) 

62c 


Cants (Hi* walghOf 

1QU4p 

+003- 

Sheep dim wetowtf* 

0OLB8P 

-8JST 

Piga (Bw wrtgmjt 

toaaop 


London daily anew W- 

82*4.81 

+03 

London dally sugar (white) S8M.0I 

+ 1 JO 

Tate and Lyts export price £243.0 


Battoy [EngBUt ma) 

Lkm 


Malu (U3 No. 3 yenow) 



Wheat (USOarii Northern) 

E120W 


Rubber (Jun)Y 

B&29P 


Rubber (Jut)* 

.sa25p 


Rubber (XL RSS No 1 Jun) 217# 


CoooouLoll (PNUpplnosJS 

5640.01 

+10 

Palm Ofl (MaloyaMfi 

SWLOq 

+ 10 

Copra (Philippines)# 

84110 


Soyabeans (U8) 

CU9.5q 


Cotton “A" Index 

8030c 


IVooftops (84e Super) 

43Qp 



tome iMtaaa aorarwtoa stand, wtencafljs. 
nta/to. /-rtufloh/Jifl. Juit jhApr/Majr 
» z-May. qUun. fltee* CammteBlon vmeo 
oc* price*. ■ ChsnpB from 8 «« ago 
nden physical. *5? **wmn.+ BuHkn 
afosa. m-Malaysian cejua/fcff.+Snaep 
• are mw-Hw wafcM price*." 


price was $6,090.50 a tonne, up 
$1530 on the day. Traders 
suggested a technical correction 
back to about $6,000 a tonne 
might be needed before a 
renewed challenge of the upside 
resistance could succ eed. 
COCOA and COFFEE prices 
were holding on to slim gains 
at toe close but traders were 
not expecting substantial rallies 
to develop. “The real test will 
be when we start to see further 
origin-selling but for now, we’re 
just happy to end the day In the 
plus column,” one cocoa trader 
said. 

Compiled from Reuters 


StKUA - London FOX (S per tonne? 


Raw 

Close 

Previous 

HtghtLow 

Aug 

21120 

2154X1 

214.40 213.00 

Ocx 

204.80 

203.00 

203X0 202.00 

Dec 

194.00 

1«WO 

190-60 

Mar 

1S&40 

195.40 

196 XO 

White 

Close 

Previous 

tftgltfLow 

Aug 

27100 

277.90 

Z7BL00 27180 

Oct 

28130 

28100 

26100 28180 

Dec 

28130 

26730 

267 JO 267.00 

Mar 

20110 

268.20 

26100 26120 


Turnover. Raw 111 (0B) Mb at SO a™ 

White 782 (796) 

Fart*- Whim (FFr per tonne): Aug 1538.40 Oct 

148722 

CRUOaOtL - IPS S/berrel 


dose Previous Mah/iow 



1107 

1106 

2118 19.74 

Jul 

10.63 

1171 

19.84 1187 

Aug 

19-50 

1163 

10.71 1150 

Sep 

1144 

1188 

1986 10.46 

Oct 

19.44 

10.51 

19-50 1140 

NoV 

19.45 

1144 

1847 1944 

Dec 

1132 

19*3 

1940 IMS 

Feb 

1120 

- 

1124 1124 

IPE Index 1886 

19.35 

1888 1066 


041 

OO. - IPS 


tftonne 


rw« 

Previous 

Wgh/Low 

Jun 

179.73 

17175 

18023 17150 

Jul 

180.00 

17125 

180.75 179.00 

Aug 

181.75 

181.00 

18225 18028 

Sep 

18100 

133.00 

15*00 1KLS0 

Oct 

1B3JO 

18100 

185.79 16440 

Nov 

186.76 

18100 

18725 18575 

Pee 

187.00 

167.25 

isrijo rsreo 

Jan 

TWLflO 

186.75 

18100 T8125 


-Turnover fi38S (13371)1010 Of 100 WfUiM 


WOOL 

Prices tn Australian terras are hohflng Arm, 
trtfi OeCMr srytss tendtng Brmer end 
oraeabreos particularly to good demand. 
However, weakness In dm US dollar is 
-InevttaMy reflected In Australian axohanse 
raue, and from time to dme recently 
Australian economle problems nave tended 
to underline Ms fecior. Overseas buyers 
flonsequemly And wool a Utse efieaper to 
buy. The atrepflOi In atarilna has led to 
more dsflnlU pflc* radueHono In tte UK. 
Business b st present quiet but «tivhy In 
early pro c e ssi ng remains very good and 
signs of recovery from recession are 
eeudously Indicated etoewftera. 


COCOA - London FOX CAotme 



Close 

Pravkaa 

Hlghlow 

May 

545 

540 

545 540 

Jul 

567 

683 

571 560 

Sap 

5B2 

5B8 

585 585 

Dec 

623 

B18 

62S 618 

Mar 

853 

849 

855 647 

May 

673 

670 

674 570 

Jul 

692 

eao 

601 689 

Sep 

712 

710 

712 706 

Dec 

737 

737 

737 735 

Mar 

763 

763 

767 763 


Turnover; 8147 (73J1) Jots irt W tonnes 
ICCO Indicator prices (SORa per tonne). Dally 
price tar May 12 720.80 (717.83) 10 day average 
ter May 13 732.17 (73171) 


COFFn - Lea 

doe POX 

Shonne 


Close 

Previous 

Hlgh/Lo w 

May 

002 

680 

091 885 

M 

711 

705 

711 705 

Sep 

732 

7Z7 

734 726 

Nov 

752 

744 

752 747 

Jan 

773 

761 

787 764 

Mar 

790 

781 

738 782 

May 

BOB 

801 

BOB 808 


Tumovsr20M (2237) tala at 5 wnnas 
ICO Indicator prices (US cents per pound) lor 
May Corap. daily *8.60 (48.02) IS day aver- 
age 4&33 (48.80) 


POTATOMS - Lon do n POX Dttnne 



Oaee 

Previous 

Mgh/Lo*r 

Apr 

110.0 

1114 

1110 1084 

Turnover 54 (173) lota at 20 tonnes. 

SOY AM CAL - 

London POX CAoonu 


Close 

Previous 

Hlgti/low 

Jun 

121.00 


12140 12140 

Oct 

12540 

- 

12540 

Doc 

13920 

- 

12820 


Turnover 100 (UfJIots at 20 tonnsa. 


raBQKT ~ London POX 510/htoex point 



Close 

Previous 

Hlghlow 

M«y 

1283 

1268 

1270 1261 

Jim 

1200 

1215 

1215 11» 

Jul 

1101 

1110 

1125 1090 

Oct 

1235 

1240 

1240 1230 

BFI 

12» 

1260 

1268 


Turnover 412 (1X8 


OMUMS-LeM 

tan POX 

£/tome 

Wheat 

Close 

Previous 

High/Low 

Ant 

125.15 

125.70 

12525 12110 

Sep 

11Q.B5 

. 

11040 11045 

Nov 

11340 

114J5 

114.10 11340 

Jan 

11740 

11720 

11740 117.46 

Mar 

12040 

12086 

12040 12050 

Baitey 

does 

Previous 

Hlgn/Uw 

May 

moo 

11176 

11100 

Sep 

107.70 

10820 

10100 107.70 

Nov 

11140 

111.90 

111.70 1 11.40 

Jan 

114.70 

11120 

115.00 114.70 

Mar 

11745 

11125 

11745 11740 


Turnover Wheal 178 {144) , Barley 138 (83). 
TUmow lots at 100 Tonnes. 


MS - London POX (Cash Settlement) pikg 



Close 

Prevtot* 

HigMOw 

Jlfl 

1134 

1134 

1124 112.7 

Oct 

mo 

10*5 

1073 1074 

Nov 

1074 

1074 

1074 1064 

Tumover34 (68) tors ot 3260 kg 


LONDON METAL EXCMANOX 

(Prices supplied by Amalgamated Meal Trading) 


Close 

Previous 

Htghlow 

AM Othcial 

Kerb close 

Open Interest 

MiaMnliim. H7% purity (S per forma) 



Total daily turnover 17.478 lew 

Cash 

3 months 

12974-15 

1323444 

1295418 

1321-2 

1300.5713004 

•327/13234 

130004 

1326-7 

13258 

168422 lots 

Copper, (trade A (C per tonne) 



Total dally turnover 18455 lots 

Cash 

3 months 

1217.515 

1244464 

1226-7 

1263-4 

1217/1217 

1248/1244 

1217-74 

1244-44 

1245510 

103.026 tots 

Lead (C par tonne) 




Total dally turnover 1.150 lots 

Cash 

3 months 

291-12S 

3034-44 

29175-125 

30344.75 

291.25/291 

305/303 

2904-14 
3035-4 0 

30444 

18453101s 

Mcaef (S per tonne) 




Total dolly turnover 4.562 loft 

Cash 

3 months 

731525 

7400-10 

7265-75 

7355-60 

7416/7375 

7302-5 

7380-5 

7400-5 

24.450 loa 

Tin (3 per tonne) 




Total dally turnover 1.781 lots 

Cash 

3 months 

6060-5 

8090-1 

8080-70 

6070-00 

6100/8065 

607040 

6075-80 

6065-60 

7.134 lots 

Zinc. Special Mgh Grade |S par tonne) 



Total dally tumovur 18,130 tea 

Cash 

3 months 

1332-6 

1257-74 

1337-42 

1257-8 

1337/1337 

1282/1256 

1338-7 

1256-7 

125860 

81.730 los 

LME Ctoeing VS rate: 
8POT: 14135 

3 months- 1.7850 

6 months: 1.7804 

9 months- 1.7401 


LONDON BUtUOM MAftKXT 
(Prtoea supplied by N M HotoscMun 


Bold (One or) S prtoe C equivalent 

Close 33S.1OX&50 
Opening 334.80335^0 
Momlna fix 334.75 1B3JS9 

Afternoon Dx 335 20 IS4.6C3 


Day's high 335.4P33S.70 
Day's low 334.70335.00 


Loco Ldn Mean Gold Lsnflng Ratos (Vs US*) 

1 mcro/i 

248 

6 months 2.86 

2 months 

248 

12 month* 344 

3 months 

243 


SBver fix 

p/Hne oz 

US ca equhr 

Sp« 

224.17 

40100 

3 months 

230-10 

412.20 

0 month* 

23143 

41B-00 

12 months 

24130 

42175 


OOLD COIMI 

(Prices supplied by Engsihard Metals) 


Krugerrand 3M.OM3S.a0 IStJO-ISSMC 
Maple leaf 3*8 00-3*7 jo lgojp-isiuo 
New Sovereign 81.0M2.00 445045.00 


TRADD OPTIONS 

Aluntatan (9B.7K) 


Cells 


Puts 

Strike prioe S tonne Jul 

Sep 

Jul 

Sap 

12S0 

76 

101 

e 

18 

1300 

42 

68 

23 

36 

I960 

19 

43 

60 

59 

Copper (Grads A) 


CaDe 


Pul» 

2100 

126 

134 

3 

8 

2200 

43 

62 

16 

35 

2300 

S 

81 

80 

92 

cause 

Jul 

Sep 

Jul 

Sep 

850 

63 

00 

2 

8 

700 

25 

94 

14 

22 

750 

6 

26 

46 

48 

Cocoa 

Jul 

Sep 

Jul 

Sep 

590 

27 

37 

10 

20 

575 

14 

24 

22 

32 

800 

6 

16 

39 

48 

Brent Crude 

Jul 

AUS 

Jul 

*Ufl 

1000 





I960 

54 

82 

35 

59 

2000 

29 

38 




New York 


OOLO 100 troy oz.: Shroyos. 



Close 

Previous 

High/Low 


May 

3354 

3353 

0 

O 

Jun 

3311 

3354 

338 5 

3352 

Jul 

3319 

3316 

0 

0 

Aug 

3374 

337.2 

337.6 

3318 

Oei 

3312 

3310 

3384 

339.0 

Dec 

341.1 

3418 

341.5 

3404 

Feb 

3*33 

34X0 

0 

0 


3454 

3452 

0 

0 

Jun 

347 8 

3474 

0 

0 


PLATINUM 50 troy PC Sftroy ox. 


Close Previous HlghTLOw 


May 

3512 

351.7 

0 

0 

Jul 

35X2 

353.7 

3556 

3530 

Oct 

3S7.1 

3574 

3580 

3565 

Jan 

357.1 

3575 

0 

0 

Apr 

350.1 

3500 

0 

O 

SILVER 5,000 troy oz; cents/troy oz. 


Ctaee 

Previous 

High/Law 


May 

4060 

40X9 

«!5 

■>095 ' 

Jun 

4002 

409.6 

4085 

4010 

Jul 

4103 

4108 

<11.5 

4015 

Sep 

4133 

4133 

414JJ 

41X0 

Dec 

4173 

418.4 

419.0 

417.0 

Jan 

418.4 

420 JJ 

0 

O 

Mar 

42X0 

423.7 

0 

0 

May 

4247 

4T7.6 

P 

O 

Jul 

430.4 

43U 

0 

0 

Sep 

434.5 

435.6 

0 

0 

HIGH GRADE COPPER 25JXD Bar cems/lbs 


Close 

Previous 

High/Lavr 


May 

10035 

100.70 

TOO. 73 

foaso 

Jun 

100.50 

101.00 

10175 

100.60 

Jul 

100.70 

101.10 

101.15 

100.55 

Aug 

100.70 

10130 

10100 

100.70 

Sep 

10080 

101.30 

101.15 

100 85 

Ocl 

100,95 

10135 

0 

0 

Nov 

100.95 

10135 

0 

0 

Dec 

1W.00 

101.40 

101.40 

101.00 

Jen 

10040 

101 20 

0 

0 

Feb 

100 75 

10100 

0 

0 

SUGAR WORLD 

“11" 112.000 lbs; C«i®m» 


Close 

Previous 

HtgVLow 


Jul 

9.70 

16? 

9.70 

XM 

Oct 

9.17 

9.12 

lie 

9.06 

Mar 

8.00 

187 

9.01 

193 

May 

196 

192 

1B7 

8.91 

Jul 

8.90 

8.68 

8.85 

IBS 

Oct 

185 

IBB 

186 

88* 


S nrtoe C equivalent 


CRUDE on. f Light 1 4? 000 US palls Stoanel 


dose 

Prcu-ous 

Higriilow 



Jun 

S3 74 

2C96 

21X10 

30 74 

Jul 

20 68 

21 00 

21.11 

2087 

Aug 

20 92 

2109 

21 12 

2090 

Sep 

a so 

210< 

2109 

2090 

Oct 

23.65 

20.99 

2100 

2082 

Nm- 

2085 

23 89 

2093 

20.77 

Dec 

20.73 

20 S3 

2004 

20.70 

Jin 

2368 

2075 

20 79 

2083 

rrt 

2061 

2069 

20 65 

3061 

Mar 

20.58 

20 61 

20 58 

20 58 

HEATING OIL 42.033 US gain. cents/US galls 


Close 

Previous 

High/Low 


Jun 

5630 

8782 

win 

5600 

Jul 

5570 

5718 

5760 

5070 

Aug 

5760 

5792 

5830 

5760 

Sep 

5850 

5885 

5915 

5850 

Oc: 

6000 

5390 

art) 

5065 

Nov 

6110 

6375 

6100 

0060 

Dec 

6153 

6155 

6175 

6150 

Jan 

6190 

6175 

6210 

6170 


C O COA 10 tonnes. Vnnnes 



Close 

Previous Higtv-Lovr 

May 

373 

371 

604 

870 

Jui 

321 

01T 

928 

010 

Sep 

963 

957 

968 

958 

Doc 

J3QS 

10 05 

1013 

100s 

Mar 

1047 

1045 

1050 

1048 

May 

1076 

1072 

1080 

1073 

Jul 

1107 

1103 

0 

0 

Sop 

1134 

1130 

0 

0 

Dec 

1165 

1170 

1165 

1165 


COFFEE *C* 37.500I&S: cents/ B» 



Pose 

Previous 

High/Low 


May 

63 00 

61.B0 

62 75 

6X25 

Jul 

6X75 

8295 

64.00 

62.70 

Sep 

65.70 

65 2D 

6610 

64.90 

Doe 

0185 

6150 

59X0 

60 3S 

Mar 

71.85 

7105 

72 45 

71.00 

May 

75.75 

7115 

76 15 

75.75 

Jul 

77 90 

78JO 

7600 

78.00 

Sep 

80 SO 

80.50 

BO 50 

80.50 


COTTON 50.000. conts/lbs 



Ctoso 

Previous 

High/Low 


Jul 

62.55 

60J52 

62.60 

61.00 

Oet 

62.75 

BUS 

82.90 

8145 

Dee 

62.94 

6186 

6305 

61.90 

Mar 

64.15 


84.15 

6X15 


ORANGE JUICE 15.000 Ito; cenb/bs 



Close 

PrrrvKXB 

High/Low 


May 

13X20 

13850 

139.70 

137.75 

Jul 

132J6 

129.90 

133.00 

129.60 

S«P 

12530 

122.15 

12520 

122 AS 

tov 

HIM 

11490 

11750 

118.00 

Jtt 

11600 

114.65 

11650 

11550 

Mar 

115.80 

114.50 

116.50 

11825 

May 

11625 

114.05 

moo 

116.00 

ItNMCBS | 

| REUTERS (Base: September IB 1931 

-1001 1 


May 13 May 12 

ninth ago yr ego ! 


1568.9 

1634.7 

16088 

17124 

DOW JONES {Base: Dec. 31 1674 - 

100) 


May 12 May 11 

tenth ago yr ago | 

Spot 

118.00 

117.72 

118.82 

12&B3 

futures 11184 

11880 

11857 

128.41 


Chicago 


SOYABEANS 5000 Uu min. centsrtOlb bushel 



Cl 000 

i 

i 

Hign/Low 


May 

614/4 

5066 

615-0 

£00/4 

Jul 

6I0.-4 

605.-0 

631*0 

603/4 

Auo 

83312 

00 7.-6 

635/0 

608/0 

Sop 

637/4 

614/2 

630.9 

813/4 

Ww 

635/3 

621.4 

638.0 

8210 

Jan 

64X3 

631-4 

044.4 

829*4 

Mar 

650/4 

1*36.2 

6510 

638/4 

May 

657/0 

644/2 

650.0 

044/4 

Jul 

660/4 

6*ao 

661,0 

649/0 

Nov 

006.4 

614-2 

614/4 

606.0 

SOYABEAN OIL 80.000 lbs; carna/lb 


Cuwo 

Previous 

High/ Low 


May 

20 B3 

3058 

21 00 

20 66 

Joi 

21 13 

20 B1 

31.25 

20 82 

Aug 

2i 27 

20 95 

21 30 

2X08 

Seo 

2146 

21 14 

21.56 

21.20 

Ocl 

21.62 

2120 

21 70 

21X4 

Dec 

2193 

2160 

22 02 

2182 

Jan 

22 01 

21 71 

22.05 

21.75 

Mai 

23 30 

2190 

22-30 

2205 

May 

22 55 

3205 

22.65 

2290 


SOYABEAN MEAL TOO Una, 5/ ton 



Close 

Previous 

High/ Low 


May 

187.5 

1818 

1B7S 

100-4 

Jul 

18X2 

183.6 

1SX5 

101 9 

Aug 

IBS 1 

1825 

100.3 

1825 

Sep 

1890 

182 0 

1005 

182.9 

Ocl 

207 0 

2000 

207B 

2000 

Dec 

2082 

2012 

20B.5 

2007 

Jon 

207.7 

202.0 

208 0 

207.3 

Mar 

2072 

201 5 

208.0 

202 0 

May 

2075 

0 

2075 

2075 


MAIZE 5.000 Du min: cenWSBIB bushel 



CIO90 

Previous 

Hlgh/Low 


May 

255/4 

254/2 

256/0 

253/0 

Jut 

261/0 

25B/4 

264 12 

259/4 

Sop 

261/0 

269/4 

265/6 

200/2 

Dec 

2KV6 

260/0 

267/0 

2 flora 

Mar 

271/4 

266/0 

274-6 

26X-4 

May 

275/2 

271/6 

27 8/2 

273/0 

Jul 

279/4 

275/6 

281/0 

276/4 

Dec 

285/0 

260/2 

266/0 

264/4 

WHEAT 5.000 b u mm; cemsGHBtousAsf 


Ctoso 

Previous 

Hlgh/Low 


May 

384/4 

379/2 

306/0 

377/4 

Jul 

382/8 

383/4 

367/8 

382/0 

Sep 

368/4 

368/2 

371/2 

385/5 

Dec 

374/0 

378/2 

3/WO 

373/4 

Mar 

374/0 

378/0 

S7BAJ 

373/0 

May 

J6-JAJ 

380/0 

388/0 

384/0 

Jul 

344/0 

348/0 

347/4 

344/0 


LIVE CATTLE 40.000 Mm; cemaAbS 


Close Previous HJgft/Low 


Jun 

7X725 

7X873 

73960 

7X523 

Aug 

70.675 

70.476 

70900 

7X400 

Oct 

70.425 

70.125 

7X475 

7X000 

Dec 

70.125 

SO .650 

70.17S 

60.600 

Fob 

69.550 

09 123 

6X626 

GX3S0 

Apr 

70625 

70.400 

70.825 

7X400 

Jun 

68.160 

08.300 

0X300 

68.150 

LIVE HOGS 40.000 to cenlaflba 


Close 

Previous 

High/low 


Jun 

49.2S0 

4X000 

4X300 

47375 

Jul 

40.450 

4X325 

46.660 

4X200 

Aug 

44.150 

4X860 

44500 

43, BOO 

Oct 

40 600 

40400 

4X600 

4X300 

Doc 

42500 

4XBS0 

42J00 

42 .575 

Foo 

43550 

43.725 

44JJ50 

4X725 

Apt 

42550 

4X475 

4X550 

4X550 

Jun 

47200 

47 076 

47X00 

47.000 
















LONDON STOCK EXCHANGE 


Market passes £154m rights issue test 


FINANCIAL TIMES STOCK INDICES 


By Stove Thompson 

THE EQUITY market survived 
another severe test or its 
nerve, closing in reasonably 
good shape, after the recent, 
post- election trickle of small- 
sized rights issue began to flow 
stronger yesterday. BICC, the 
int erna tional aud heavy 
electrical group, emerged to 
ask t he market for n&im via a 
straight rights issue. 

However, the ri g ht s issue’s 
effect was cushioned somewhat 
-by a handsome set of prefimi- 
nary figures from Sainsbury. 
which inherited from Haris & 
Spencer the mantle of the UK’s 
most profitable re tailing organ- 
isation. There was also another 
rock Solid perf ormance by ster- 
ling against the dnii**r and the 
D-mark. Sterling's strength led 

Sainsbury 
produces 
the goods 


SP Alt KUN G results from 
J. Stfnsbury barf the wimpany 
in the m»mai position of try- 
ing to persuade analysts to be 
cautious about upg rading their 
forecasts. The shares were the 
best performers in the FT-SE 
Index, climbing 20 to 459p In 
brisk turnover of 7m. 

A combination of increased 
sales, tight cost control and 
productivity improvements 
gave the stores group a 21 per 
cent rise in pre-tax profits, and 
the dividend payment was 
lifted from 7.27p to &25p. 

Hr BID Currie at BZW said; 
‘‘These were really outstanding 
figures. Sales-led growth is the 
best quality type of results a 
company can deliver.” He is 
now forecasting £735m for 
193243, a rise of gSm. 

Goldman Sachs has 
Im prov ed its forecast by £2Sm 
to £730m. Its food retailing ana- 
lyst Mr Philip D organ was 
equally impressed. “In this 
type of trading environment, 
who else can match a 20 per 
cent dividend increase,” he 
asked. 

Climbing in sympathy were 
Argyll Group, ahead S at 365p, 
and Teseo, up 6% at 290 %p. 

GRE active . 

- The return of some very 
jffbiakery bid talk lifted Goard- 
ian Royal Exchange in early 
trading. The spark for the talk 
was speculation that a large 
line of stock had been bought 
at a premium to the market 
price early in the morning. 

The alleged buyer was Axa 
Midi, the French insurer, 
which is casting its eye around 
at the moment. Apart from a 
block of 1.4m shares dealt at 


NEW HIGHS AND 
LOWS FOR 1992 


more market participants to 
expect a farther reduction in 
UK interest rates. There was 
farther good news bom an 
encouraging survey of UK 
business confidence, carried 
out by the Confederation of 
British Industry. Adding to an 
overall cheerful mood in Lon- 
don was renewed overseas buy- 
ing of UK stocks, dealers said. 

The FT-SE 100 share index, 
after one of its most subdued 
sessions since the general elec- 
tion. closed L9 easier at 2,7205. 
Brokers remained more than 
happy, however, with the level 
of business moving through 
the market. Yesterday saw 
turnover in equities top the 
600m mark to reach 604.6m 
shares, ahead of Tuesday's 
Mi im shares. 

Although Tuesday’s turnover 

163p, however, there were no 
significant sing le trades in 
GRE and an analyst com- 
mented: “As Axa is looking for 
a life business in the US. I do 
not see why it should be keen 
on a UK composite as welL" 

Sense prevailed and, in spite 
of a bullish yunna? statement, 
the shares, which had been 7 
ahead at one stage, closed 
unchanged at 158p. 


BAe recommended 

British Aerospace was 
boosted by several broker 
recommendations. The stock 
strengthened 11 to 366p, with 
turnover reaching 5.3 m, as 
Comity NatWest, Smith New 
Court and long-term bear 
Strauss Turnbull urged inves- 
tors to buy the shares. 

The brokers cited the high 
9.5 per cent yield of the shares, 
the company's improved finan- 
cial position due to revenue 
from the AI-Yamamah Saudi 
defence contract on which BAe 
is the lead contractor, and the 
new management at the group. 

Both Strauss and County 
advised investors to switch 
Into BAe from Bolls-Boyce, 
which left the latter 3 14 lower 
at 165p on turnover of 5.7m. 
Comity reduced its 1933 fore- 
cast for Rolls-Royce by £25m to 
£X7Sm and blamed the delay in 
the recovery of the spares busi- 
ness for the cot 

A cash call from BICC was 
viewed positively by the mar- 
ket, as the electricals group 
said it would use the money to 


was below recent levels the 
value of customer business 
remained well ahead of the 
£Ibn daily level regarded as 

the minim mu requirement to 
provide a profitable market 
place for broking firms. 

More good news regarding 
the strength and flexibility of 
T/vrvimn houses came 

with news that Klein wort Ben- 
son Securities had carried out 
a £40m-plus deal, placing with 

main* acquisitions in cable 
industry. BICC intends to raise 
£154m by a one-for-five rights 
issue at 285p per share. 

The group has underper- 
formed the market in recent 
months, with many analysts 
critical of its property develop- 
ment business. Yesterday’s 
response was seen as one of 
relief that the group was plan- 
ning to return to its core busi- 
ness. The shares gained 9 to 
356p in heavy turnover of 10m. 

Part of the money - 
believed to be about £50m - 
has been earmarked to buy a 
US cabl e b usiness . The remain- 
der is thought to be allocated 
between a further purchase, 
this time in Europe, and 
investment in plant in eastern 
Europe. 

A strong two-way pull in 
Vodafone kept the stock active, 
the shares finning 2% to 
373'Ap. BT fully-paid gained 6 
to 353p, Tuesday's buy note 
from S.G. Warburg raising sen- 
timent. 

Hotel group Forte put on 7 to 
2S3p after recent under- 
performance and also on reflec- 
tion that the sector may at last 
have bottomed out after Vain’s 
figures on Tuesday. 

In spite of reports of dis- 
counting among the holiday 
groups. Owners Abroad rose 4 
to lOBKp. helped by a buy note 
from County NatWest Analyst 
Ms Lisa Gordon reported Own- 
os to be slightly ahead of com- 
petitors such as Airtours and 
Thompson in sales for this 
year. Airtours shed 5 to 308p. 


its institutional clients a 3-2Sm 
block of shares in Securitas, 
the Swedish company, on 
behalf of Group 4 Securitas. 

The BICC rights issue, plus 
another, albeit much smaller 
fund-raising exercise by Trans- 
fer Technology, which asked 
shareholders for £24m, coming 
so soon after the bout of profit- 
taking and indigestion caused 
by recent p lacings and bought 
deals, causal only momentary 
problems for the market 

The Footsie began the ses- 
sion almost five points lower at 
2,7175 but was quickly on the 
recovery trail after J. Sains- 
bury delighted its investors in 
reporting a 21 per cent leap in 
preliminary profits, to £S28m, 
leapfrogging Marks & Spen- 
cer's £623. 5m, reported on 
Tuesday, and increasing its 

FT- A A0~Slt*r» Index 


1,340 — 


1,260 — 


1,220 - 



Equity Shares lidded 

Turnover try YDhsnafrnKorr) 
Exekxlng: nro-RMiKM 
business & Overseas turnover 



Composite insurers were 
strong, helped by comment at 
the Smith New Court morning 
meeting Smith insurance ana- 
lyst Mr Steven Bird argued 
that companies should only be 
trading at a discount to net 
asset value (nav) if their assets 
are not working for them. 

Smith particularly Sun 
Alliance, which rose 6 to 330p, 
and Commercial Union, up 7 
before drifting to close just 
Rightly ahead at 501 p. 

A straightforward annual 
m a tin g from Smith in lug Bee- 


• FT-ACTUAR1ES SHARE INDICES 

» Tl» Fhaociaf Varna Ltd 1002. CompBed by the HnancU Times Ltd 
In conjieicfioa with the institute of Actuaries and the Facufty of Actuaries 


market share. Sainsbury 
shares surged higher on excep- 
tionally heavy turnover, taking 
those of fellow food retailers 
Tesco and Argyll with them. 

Insurance shares were also 
very much in demand, with 
Royals chased ahead of today 
first-quarter numbers, which 
are expected to show a slight 
improvement the correspond- 
ing quarter. Guardian Royal 
Exchange, initially responding 
to whispers that one of the big 
European Insurers may be 

a predatory eye over 
the UK composite. Ratners 
shares are expected to come 
under pressure at the opening 
this morning after the group 
sakl it would need to make an 
exceptional charge of £S8m in 
its 1991/2 accounts to accom- 
modate rationalisation costs. 

<*■«« was not enough to put 
any pep into the shores. They 
retreated 13 to 68%) in spite erf 
approval for a share split later 
In the summer. 

Fisons. languishing under 
the uncertainty surrounding 
reapproval for two of its 
products in the US, slipped 12 
to 363p. 

Amber Day. the discount 
stores chain, improved 2 to 75p 
as the company said it had 
issued a libel writ against the 
Sunday Express, and explained 
points raised by tbe article. 
The shares, which have been 
vulnerable to bear raids, had 
weakened 10 in the first two 
days of this week. 

Three acquisitions financed 
by a £23 9m rights issue were 
announced by Transfer Tech- 
nology Group. The shares put 
on 2 to 48Sp. 

Avon Rubber forged ahead 
24 to 459p after reporting 
interim figures above expecta- 
tions and an optimistic trading 
statement. 

Lucas Industries closed 2 
lower at I46p. Standard and 
Poor's, the US credit rating 
agency, yesterday lowered tbe 
commercial paper rating of 
Lucas in both the UK and US 
from AI to A2, citing a reduc- 
tion in profits. 

MARKET REPORTERS: 

Christopher Price, 

Joel Ktbazo, 

Peter John. 

■ Other market statistics. 
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TRADING VOLUME IN MAJOR STOCKS 
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EQUITY FUTURES AND OPTIONS TRADING 


TRADERS spoke of ■ doll 
session in stock index futures, 
with business once again car- 
ried out in a tight range and 
turnover poor, writes Joel 
Kibazo. 

Sporadic selling character- 
ised the early activity In the 
June contract on the FT-SE, 
which opened at 2,745. It 
slipped back to 2,740 by mid- 
morning. although the down- 
ward direction was briefly 
halted around midday when a 


few independent traders were 
caught short. 

Having filled their positions, 
Jane once again drifted lower, 
and farther falls were 
recorded with the weak open- 
ning of Wall street 

June traded between tbe 
2,740 to 2,750 area for most of 
the session. It closed at 2,740, 
around 15 points above its 
estimated fair value premium 
to cash of about 8. Turnover 
was a low 5,121 contracts. 


In the traded options mar- 
ket. dealers said "selling pre- 
mium** was the main feature 
of the day. Turnover at 31,739 
was an improvement on Tues- 
day’s poor figure. 

Tbe FT-SE option traded a 
total of 8,043 con tram. Asda 
was the busiest stock option 
on 2£36 lots, with the October 
40 pats particularly active. 
This was followed by British 
Gas, in which 1,820 lots were 
dealt 
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$ FINANCIAL TIMES THURSDAY MAY14L992 


CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 

Dollar stabilises after losses 


THE dollar stabilised against 
leading currencies on the for- 
eign exchange markets yester- 
day after suffering heavy 
losses In European trading on 
Tuesday, writes James Blitz. 

Comments about trade policy 
from the tJS Treasury Under- 
secretary had sent the dniiar 
down to Y130.30 in late Ameri- 
can trading the previous day. 
But in overnight trading In 
Asia the dollar managed to 
resist further falls, and by the 
end of yesterday's European 
trading it had slipped only a 
little farther to Y130JJ5. The 
US unit was helped by a sur- 
prising 0.9 per cent rise in 
April retail sales announced 
yesterday, dampening specula- 
tion of an imminent cut in the 
Federal Reserve’s funds rate. 

However, dealers said a 
downward revision in March 
retail sales, to a 1 per cent fall 
from a 0.4 per cent decline, had 
tempered dollar bullishness. 
The bears were also quick to 
point out that figures for M2 
money supply growth are due 
out today and could force the 
Fed's hand on interest rates. 
The growth of M2 money sup- 
ply, a crucial determinant of 
interest rate policy, has been 
extremely low in recent weeks. 

D-Mark holders had a mixed 
day. The German currency was 

C IN NEW YORK 


unable to gain from the dollar 
weakness and closed fraction- 
ally down against the US unit 
at DM1.6220. It recouped early 
losses against other currencies 
in the European Monetary Sys- 
tem, but was still on the defen- 
sive in late trading because of 
continued worries of more 
industrial unrest in support of 
pay claims. 

One beneficiary was sterling. 
In spite of the adage that a 
weaker dollar usually means a 
weaker pound, the UK cur- 
rency managed to hold on to 
its recent gains against the 
D-Mark. Sterling ended V* pfen- 
nig stronger at DM&9425. The 
D-Mark also lost ground to the 
Swiss franc. Anticipation that 
Switzerland may link itself to 
the EMS this weekend pushed 
the Swiss unit up to DM108.40 
per 100 Swiss francs from 
DM1 07.82. 

The French franc stole the 
limelight in Europe yesterday 


morning, continuing its 
upward march against the 
D-Mark and crossing its central 
rate against the German cur- 
rency tor the first time in 18 
months. It was briefly quoted 
at FFr3.3535 per D-Mark, cross- 
ing the central rate of 
FFr3.3539. By the close the 
D-Mark had fought back to 
FFr3.3565, roughly the same 
finis h as the day before. 

Analysts predict that the 
franc will have difficulty 
breaching its central rate more 
positively because of market 
fears that the French authori- 
ties will respond to this by cut- 
ting interest rates. Mr Michel 
Sapin. the French finance min- 
ister. tried to offset those fears 
yesterday by saying that an 
interest rate cot at the central 
rate was not necessary, and it 
would be right to encourage 
the franc to rise further. 

In New York the dollar fell 
to DM1.6092 and Y 129.50. 


EMS EUROPEAN CURRENCY UNIT RATES 


PortUfane Escado . — 

Spaa® Peseta 

BerytaFraac 

SfettfifiUWar.... - 

D-Mark 

Frail fraac 

SUrllag 

►Mi Prat 

fUIUtUa _.. 

Daub* Krone 


Eca 

CnU 


178.735 

133.631 

42.4032 

2JU43 

205586 

6am 
a .mm 

0767417 

133804 

7.84155 


Cfwscr 

terns 

w 


170.758 

128346 

423307 

23X455 

205646 

6.40552 

0698563 

0.764510 

134766 

743788 


% Cbrege 
from 
Omni 
IbU 


-4.44 
-3.45 
-0X7 
-0 08 
003 
0.15 
024 
027 
0.61 
122 


•s. Spread 
h Weakest 
Cweray 


543 

534 

L40 

131 

129 

L07 

0.53 

0.95 

061 

0.00 


Dhaqmce 

tnflcKor 


73 

68 

13 

9 

5 

-3 

-6 

-fl 

-25 

-51 


*Uy 13 

a » 

PfYYlMi 

Cte 

£5m 

L8260-L8267 

i ans-i aik 

lraMk 

0.97 -0.95m 

UKK0.9fem 

3masttE 

227-185m 

2.79.2.76gni 

12 raootbs 

9m-9Jitan 

9.l5'9JBran 


Ecu ewtrai rates ret by Oc Euqpeaa Ctnutaftm. Canaries an la demntiag retain strengtt. Percentage duets 
m tor tea; a ptnMre change denous a m* cutcoq. Dtotgense stmt tke rath hsmn tan serrate Ue 
percentage igi fnwce between tie actual market and Eca mtral rate far a cj rraj. and ike muinm pandtted 
percentage deflation nf tke camoqfj market rate Iron Its Eca csdnl rate. 

AQrotmeat cataUed by Financial Tiniest 


Fraw^ protean* aMdttmmfc apply In the US dollar 

STERLING INDEX 


POUND SPOT - FORWARD AGAINST THE POUND 



toy 13 

Pmtas 

8 JO 

an . ._... . 

93J 

92.9 

9.00 

am 

<132 

929 

HUM 

JB 

93. D 

92.9 

11X0 

xa ........ 

93.0 

92.9 

Rum 


930 

929 

1 xo 

V* - 

930 

929 

2M 


93X 

929 

3.00 

PH 

930 

929 

400 

pm 

93.0 

93.0 


CURRENCY MOVEMENTS 


MJJ13 

Bank al 
Eigtand 
Me* 

Mtatel" 

Guaranty 

OrageL 


93.0 

-188 

UXDolljr 

63X 

-14.4 

Canadian Dollar . ..... 

99J 

-29 

tebtaaSdKUIra . 

UX.L 

*123 

Bciglu Franc . . . 

11X3 

-21 

Dante Krone .... . .. 

1092 

432 

IHfert 

llflj 

+24X 

Swi» Franc ..... 

104.1 

+116 

Dutch Grfder 

1143 

+16.0 

Frtndi Franc 

104.6 

-4X6 

lira 

985 

-20X 

Yoi 

1403 

♦74.4 

Pooa 

1083 

-17.7 


May 13 

°Y» 

■read 

Gore 

Ok menu 

% 

DJ- 

Three 

nooks 

46 

PA 

US.. 

L8110- L8205 

XB130 - 18140 

0 97X.4lqn 

655 

286-283pai 

628 


2X810-21920 

2X860 • 2XH70 

066-0X2tjm 

351 

151-1 25*n 

234 

Netkoianb. 

35050 - 33175 

35050-35150 

’4-panw 

045 

tiC 

050 


60.40 - 60.70 

60.45 - 60-55 

4-lqm 

050 

056 

Oenrant — 

1X3375- 1X3725 

1X3575- 1X3675 

%-4prerib 

-fl W 

*-l%* 

-033 

Ireland — . 

L100G - 1X040 

L100Q - L1010 

O.OZdb-O.Olpni 

-005 

o.06mnra 

on 

SSSI 

29375-29475 
24350 - 2*5X0 

29400 - 29450 
243.90 - 244.90 


025 
-4 77 

24^-ISodb 

0X8 

-4.42 

Spate. .... 

183X0 - 183.90 

18345 - 110.75 

36-42cdb 

-7 55 

97-109dh 

-224 


221050- 221625 

221375-2224.75 

3-5JkaJb 

-2J7 


-237 


11.4300 - 1X4950 

1L442S - U.4525 

« 

-0 52 

par-11>te 

-022 


9X475 - 9.8875 

9X700 • 9 8800 

023 

id-Iton 

0.08 

Stera 

105725-10.6150 

105775 - 105875 

VlHorete 

-128 

3, JC-% 

-X58 

Japan 

23550- 23725 

20.75- 236.75 

lli-lypm 

571 

529 


20X7-20.75 

2069 - 20 72 

ll-WteD 

040 

3-htm 

DM 

Stearla*). 

27050- 27250 

27050-27150 

fa-partpm 

055 

o.oiixffi 

0.74 

Ecu 

L4270 - L4315 

L4280-L4290 

0JQ9ts-a04qni 

0.08 

-0.13 


Ommeidal rales taken wants We end of London trading. SU-mantti fore ran! Mtar 529-5.24pm . 12 Maotk 
912-4X2*1) 

DOLLAR SPOT - FORWARD AGAINST TNE DOLLAR 


Morui Gnaraaty clianges: aierage 
1980-1^-100. Bank of Ewtfand We* l Base 
Average 1985-1001. ‘"fetes arete Hay 12 

CURRENCY RATES 


« 


Bank 8 

Special * 

Eanpent 

May 13 

rare 

Draatag 

Carencr 


% 

Rita 

Unit 


Starling 

US Dollar 

_ 

0766622 

0698563 


350 

158245 

X27138 

Canadians...^ 

6.97 

L 66571 

152846 

J 

JtefflilapSdi-. 

750 

1X87IS 

14.4633 



850 

465950 

423307 


Dante Krone... 

950 

8.71013 

7937B8 


D-Mark ... 

8X0 

225450 

205646 

ISate&flder.. 

850 

253859 

231455 


Fm* Franc... 

10U 

757237 

6.90552 


Italian Ura..._ 

12 

1697.03 

1547.66 



3.7b 

183.451 

165.000 

NoraarKtaM- 

Spataftreu. 


879446 

8X1798 


— 

140.778 

128546 

State Krora 

10.00 

8X1360 

739755 


S«ta Franc,.. 

7.00 

208888 

1X9754 

1 

GittkDradi — 

19 

t 

242X72 

Iff* PM 

- 

H 769510 


■tar 13 

Day's 

spread 

Ctae 

One Midk 

% 

PJ. 

Ttare 

monks 

% 

P-t- 

UKI 

1X1X0-1X205 

1X130-L8M0 

0.97-0.9ficpn 

635 

2Xb-2X3pn 

628 

Mfearaff 

L647D - L6545 

L6475 -L6485 

OB9-O.86qm 

6T7 

261-25*00 

625 


L2B1D- X2Q70 

X2040-iaa50 

027-02%do 

-7 79 

0.790X6* 

-£64 

KcOwrlanfS. 

L8150 - X627D 

18250 - 18260 

OL89-0.92cdb 

-495 

272-X77& 

-6X1 


3320 - 33.40 

3330- 33,40 

15.00-17. OOaUs 

-5.76 

48XO-5LOOi8s 

-5.94 


62275-62700 

62625-62675 

330-3XOaredls 

-6X1 

9i6-lffl254l> 

-635 


L6130- 1X240 

16215 - 16225 

0.8MB4phfls 

-6 Ui 

152-2544B 

-624 


134.00 - 134.90 

134.75 - 13455 

13S-14adfa 

4733 

3003754b 

-10.91 


100.65- iauo 

10X25 - 10135 

74-76afa 

-8X8 


-8.65 



1220.75-122X25 

0.8XO.88Uredh 

-084 

2L5J263dta 

-0X5 


62925-63275 

63100-63150 

3JB-3.68oredh 

-6.71 

1020-102048 

-6.62 


5.4150-5.4525 

5.443 - 5.4475 

2X2-2X7cfis 

-627 

8.*7-857dh 

-626 

StaM. — 

5X050-5.900 

5X38-5.8375 

3.7Q-4.00anaHs 

-7.92 

1X20-1X651* 

-7X3 


129.40-13050 

13020-13030 

OXDX.lMb 

-0.97 

027412&8S 

-0X4 


10625 - 1X4200 

1X4150 - 1X4200 


-5.96 

16.70-17701* 

-603 


L4B65- 15025 

L4945 - L4956 


-5.74 


-5.46 

Ecu... 

12665 - 12745 

12685-12695 

O.70-0X7cpra 

648 

2.05-ZXOpta 

638 


Counmial me takea UmuiIi We end of Unto* trading i UK. Iretaw and ECU at? «aaud In US tuimj 
Forward tendons and Phones apply ta We US dollar and net to We ladMdnl enrenp. 


EURO-CURRENCY INTEREST RATES 


Hay 13 


• Bank rate refers to cadral bank dkcnm rates, 
here me oof voted 6y Ike UK. «f Wind, 

f Evagean C 'tmismm CakdxUons 
■ All H» rates at tar Hag 12 

OTHER CURRENCIES 

May 13 


Aromiaa- 

Arotrafe.... 

BtmU_. 

Finland. 

Starr 

tog tag 

ka» 

KoreaSU).. 
KnwaK — 
lauKbgrad 
Maby-da.- 

N Zealand 
Saw Hr.. . - 

S-MiFn) — 

Tahm 1 

UAL 


USDoltr. 

Can. Dollar 

DntdiGrikter. 

SnteFrone 

D-Mark. 

Franck Franc. 

Italian Lba. 

Belgian Franc 

Y« 

Dante Krone. 

Mian SSIng 

Sptnte Peseta — . 


Sbon 

Urn 




7 Dap 
■rate 



If 

H-3 

i2S-12i* 


Three 

UnUB 



Sis 



One 

Tor 



long tens Ereodoltav two jean 5»j-57| pert*S thee rewbip-O per ML foreran 6B-6A ore reef fire yews 
l-b\ pa ran nominal. Shut tm rates a* call te US Dollars and Japan* Yen; Men. no dtp* mte. 


1.7965- 17990 
I241D0 - 24120 1 
K62D.35 - 4623.20] 

■ 7.9665 - 7.9800jj 

(3*16050 - 347.40S 
|1*.(H0Q - 14.0570) 

[1*89.75 - 1438*1 
j&53O8O-85310o| 
15- 60.55 d 
45670-437851 
HM- 549190 
37975- 3.402Dri 
67745-68565 
29700-29775 

5X575 -5X695 

6X495 -62555 

4525-45.45 

66380-67150 


15479.80- 


0.9900 - 0.9910 
, 13275- 13285 
[2546J0- 2546.50 

43950- 43480 

19O0OQ - 19L200 
7.7375 - 7.7395 
1440. OC 
777 JO - 786.70 

P2927Q . 0.29300 

3330-33 40 
25200 - 25220 
1)308650 ■ 308750 
18730 - 18753 
3.7495 - 3.7505 
16370- L63W 
28485 - 28515 
3Jf®0- 3.4485 
24.45-25X5 
35715 - 3 6735 


EXCHANGE CROSS RATES 


Hay 13 £ 


M 


Ybi F ft. S Fr. HR. Lira C5 BFr. Pa. Eca 


•Fluttag rale. Iran Official nwXAlS.50 S66 30 


£ 1 1813 2942 Z362 9.875 2710 3310 2214 2186 6050 1836 1428 

5 0552 i 1623 1303 5.447 1495 L826 1221 1206 3337 1BU 0.788 
M 0340 0.616 1 8029 3357 0.921 1125 7S25 0.743 2056 62.41 8485 

YEN 4234 7676 12.46 1000 4181 1147 1401 9373 9256 2563 7773 6X46 

Fft. 1013 1X36 2979 2392 ID. 2744 3352 2242 2214 6127 1819 1446 

Jft. 0 369 0.669 108b 8736 3.644 1 1221 817X 0007 223 67.75 037 

NFL 0302 0548 0889 7136 2983 0X19 1 6619 0X60 1828 5647 1431 

Urn 8«2 0819 1329 106.7 4460 1224 1495 1000 0987 2733 3293 0645 

Cl 0.457 0829 1346 1083 4517 1240 1514 1013 1 27X8 8399 0X53 

8 ft. 1.653 2997 4X63 390.4 1632 4474 5471 3660 3613 ICO 3035 2360 

H« 0545 0 987 1602 128.6 5374 1476 1ES3 1206 L191 3295 100. 0778 

Era 0.700 1270 2X60 1654 6915 1B98 2318 1550 1531 4237 1286 L 

Yen ner 1000: IS5 Fr. pa 1ft Lira pre LflOO" BrigS Fr per U0; Pesera ora 100. 


FINANCIAL FUTURES AND OPTIONS 


UFFE UMG BOX FtniMES OPIMRS 

CM0W Mtta if 2«T% 


Sttee 


CaCs-senteienB fttucetle umiB 
Prim Ja> to Jen 

95 3-60 4-22 0 0-11 

96 2-60 329 0 0-1 

47 149 2-41 O 0-29 

96 fua 1*0 WO IMS 

99 tWD 1-22 0-24 1-10 

100 O-CO 057 1-07 1-45 

101 0 0-36 2-04 2-34 

102 0 041 3-04 3X9 

EsUmraed aotame total Odh 4826 Pas 1430 
Prettoe dar'i nnra hi Cal IS 70582 Pots 97900 


UFFE ElMNIUK 0PTBN6 
NOn n«Wt of U0% 


State 



Pita 

Jua 

Sep 

Jon 



0.94 

0 

8950 

0X9 

0.94 

0 

001 

8975 

045 

0.71 

001 

cm 

9000 

077 

049 

003 

0X6 

90S 

DOS 

031 

0X1 

0X3 

9050 

001 

0X7 

03Z 

024 

9075 

0 

009 

036 

041 

9100 

0 

005 

081 

062 

EsknatadMtaK 
PrerlotB dan's out* 

total Cam 2068 Puts 4422 
HLCalh 103641 Pots61046 


LONDON Q-IFFE) 


^YWgSLNnBNWLCBJ 


K 9WC 99-22 
X> 99X9 99-00 

4623ZQ0780 

Fiestas day's open ** 62116 (634801 


5160.800 ! 


U»% 


OOK 

Am 100-20 

Sen 99-16 

EsUnaud rim 1644 {23831 
Prertaa d wfi Open InL 37S2 0988) 


100-12 


6% WTIIHL EBtHM GOVT. BOMB 


Ctae . Hta Lew 

Jm 8726 8738 87X5 

Sep 8732 87.61 87.40 

Estate rohne 62195 148404 
ftrrltwte'iJWBkL 120576 0219Hf 

Pit*. 

8721 

87.45 

4% NOTMUL UMG TEEM JAPANESE 60YT. 

MB YlOOra liktkc nf 180% 

Ctae Htgk 

Jm 10723 IttLX 

Sep 101X3 101X9 

Estreated Mlurae 2692 0292) 
Traded enctaMy on APT 

LiM 

10222 

unxo 


f% MTMUL ECO MBB 

ECU 208X00 limfcrilM% 

Ctae Ute 
Jm 101X0 

S« 

Bnmattd rokne 0 CD) 

Prettas day's npe» Ire. 89 09) 

Um 

Prw. 

10X40 


12Tt MtimiN. miUM cwr. bobkhh • 
UM 200M MOWS nl 18896 


Dee UU In Pm. 
Jm 98.93 9961 96lB3 98.8S 

Sep 99X9 9914 9910 99X0 

BUntcd nbme 1ZU5 OD1B7) 
ftcitas day's open ta. 421X3 (418891 


THKXMltTHSTEKJW • 
£300X00 noWl M 18096 ■ 



Ctae 


Lnr 

Piw. 

Jm 

8993 

89.93 

89.94 

Sip 

9032 

9035 

9SJ0 

9029 

Dec 

9039 

90X0 

9055 

9054 

liar 

90.82 

90.82 

9078 

90.78 

Jta 

9X01 

9X02 

90,99 

90.98 

5* 

91X1 

91X2 

9X10 

9X09 


EsL W. Oot Kgs. not skorai) 3UB1 087351 
Pterions day's open InL 234452 Q31699I 


Cm plate nf 18096 



Char 

96% 

Late 

Prw. 

Jta 

9604 

9604 

96X6 

Sep 

95.72 

95.78 

95.71 

9677 

Dec 

9504 

95X2 

95.02 

9609 

Mar 

94X8 

94.95 

94.91 

94.90 


EsL Wof. Ok. fl#l. nnt stem) 2626 09625 
Preriont dor’s open In. 39071 092571 


imEEWOVTH EBHNUUK * 
IIM 1m pnlnfi if 100% 



Ctae 

Hkb 

90X9 

Lev 

Piw. 

Jin 

90X9 

90.16 

90X8 

Sip 

90.43 

90.46 

90.40 

90.43 

Dec 

9067 

90.71 

9065 

9870 

Kir 

9X09 

91X0 

9X05 

91X9 

Jw 

9138 

9X39 

9135 

9136 

Sep 

9163 

9X64 

9X61 

9162 


Edlraraed snintc 33207 M2187) 

Pteitan day's open InL 27086 (262094) 


TWEE Mm ECU 
EED It nnkris H HI896 



Ctae 

High 

89.91 

Um 

nw. 

JM 

89.90 

89X8 

89X8 

Sep 

9020 

9022 

90X7 

90X9 

Dec 

9848 

9850 

90.47 

9846 

Mm 

9S2S 



90.75 


ErilnPid ftdeme 70S (7501 
Piertars day's epen Im. %29 194CJ) 


inu£E mnt 8 on sums Fame 

SFN Jra nMnh nf W096 


Cta IM Lm Fra. 
Job 9L25 9L» 9L16 «J6 

Sep 9L67 9L68 4156 9158 

Ds 91.97 91.96 4191 91X8 

Mar 9234 9234 9226 9223 

EstteHed sotam 9B1 Q460U 
Prertaa day's (»» ML 44252 W1A13 


THUEE MKfTN EUfOLfiM ST7. M7C 

mo mora iiiiii 1 inn i m 


Ctae HM Um 

87.97 87* 87X9 

Stp 8815 8815 8811 

Dec 8836 8837 8833 

Mar 8854 8854 68.46 

EBiraatef sotane 2743 15025 1 
Piwtaa day's open U. 3200 VS 


Pits. 

87.91 

8811 

8834 

8848 


FT-SE1MBMEX ■ 

BmM krinaaM 

Ctae Hta law 

Jm 2740.® 275X0 2734.0 

Sep 2783.5 27980 27780 

Dec 28240 

EsUemm steme 6700 (77061 

Prettas day’s spa taL 44821 <45239 

Piw. 

274X0 

278X0 

282X0 

* Oman traded on APT. CMog (rices tee. 

POUND - DOLLAR 


FT FttBSB SBMKE M7ES 

Spot i-tufe. 3-rmh (hpO. 

1X135 1X039 1 7851 17609 

Utah. 

17228 


MONEY MARKETS 

Rates ease slightly 


FT LONDON INTERBANK FIXING 


STERLING'S good performance 
on foreign exchange markets 
and promising figures on UE 
inflation led to a slight easing 


UK clearing bank base Mag rate 
10 per cast 
tram May 5, 1092 


of rates in the sterling money 
markets yesterday. 

Traders were impressed that 
sterling had made gains 
against the D-Mark in spite of 
the dollar's heavy losses the 
previous day. Tuesday’s lower 
than expected figure for core 
inflation also continued to 
have an effect an the market 

On Tuesday, the index of 
prices of manufactured 
products for domestic 
consumption rose in the year 
to April by 3JB per cent leading 
to suggestions that this 
Friday's RPI figure could be 
smaller fban forecast 

One analyst add that a third 
reason for optimism was the 
bullish performance of the 
French franc yesterday, which 
momentarily crossed its 
central rate against the 
D-Mark. ‘The market feels that 
there is no reason why starting 
shouldn't do the same,” he 
said. Sterling has been nudgi ng 
its central rate of DM235 for 
nearly a week. 

As a result period rates 
ended the day a fraction lower. 
Three-month money, a key 


indicator of the market's view 
on future base rates, ended at 
10A per cent, down A from 
Tuesday’s close. At the long 
end, both nine-month and 
one-year money ended the day 
at 10 per cent also down i 
from Tuesday's close. 

The futures markets showed 
less inclination to believe that 
rates might be cut June short 
sterling ended the day at 89.95, 
continuing to show heavy 
resistance at 89.99. The volume 
tor September trading was far 
higher than June at 11,878 lots, 
and the contract closed at 
90.30, indicating the market's 
view that base' rates in 
September will be 9.70 per cent. 

In the discount market, 
trading was fa»i«»n up easily. In 
the morning, the Bank of 
England forecast a shortage of 
52300m. In early operations the 
Bank purchased £X50m of bills 
for resale to the market on 
June 1 at 98 per cent 

In further operations, the 
Bank purchased ElOm of 
Band-2 bank bills at 9% per 
cent and £140m for resale 
to the market cm June 1 at 
9ti per cent The forecast was 
later revised to a shortage 
of £750m. 

In the afternoon the Bank 
purchased £186m of Band-1 
bank bills at 9% per cent and 
El4m of Band-2 bank bills at 
9 % per cent. The Bank 
provided late assistance of 
around £150m, leaving a 
shortfall of around EiOOm. 
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THE AETNA INTERNATIONAL UMBRELLA FUND 

Sod£t£ dlnvestissenKOit A capital vaxiable 
0, Boulevard Royal 
L-Z449 Lnxanbotng 
R.C. Lmoembouig No. B27A71 

We have the pleasure of inviting' all the shareholders to 
attend the Annual General Meeting of 
THE AETNA INTERNATIONAL UMBRELLA FUND 
which will be held on May 23, 1992 at 214)0 amt. at the offices 
of State Street Bank Luxembourg SA, 47 Boulevard Royal, L- 
2449 Luxembourg, with the fblkrwmg agenda: 

AGENDA 

L To approve the audited financial statements of the. Fund 
for the fiscal year ended December 31^1991. 

2. To disdiarge the Directors and the Auditor with respect to 
the performance of their duties during the fiscal year 
ended December 31, 1991. 

3. To elect or re-elect the Directors and the Auditor. .' 

4. To declare and/or ratify the declaration of dividends in 
respect of each class of shares. 

5. Any other business which may be properly brought 


Only shareholders of record on April 29, 1992 ate entitled to 
vote at the Annual General Meeting of Shareholders and at 
any adjournments thereof. 

The shareholders are advised that no quorum for the it em* of 
the agenda is required, and that the decisions will be taken at 
a simple majority of the shares presen t or repr esente d at the 
Meeting. Each share is entitled to one vote. A shareholder 
may act at any Meeting fay proxy. 

By order of the Board of D ir ec to rs 
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PrwrlmiMt Bank PLC 

6X6i°S2ra 

Anal Bank af ScaHaad pic Pia n haw Acc 

«StArahnSgE«iMER22YE. 031-2285650 

mooa-&B,«9.fja™ axaj 

£10X00- £34,999_JttJ3 6X4 1 651 

0,000— CT.999_._1 7X0 3 A3 1 7JIl 

San & Prasper/Babert Fleming 
16-ZZWWn»M,ltatadRW3LB. .0800! 

Sterling Bank & Trust lid 

E33KS 

TtadaH A Ca Ltd 

29-33 PrimjcVtantaS. Brim . 02727.44720 

mule .-J0BJ5 6X6 1 

mMA£iB8;bos::rrjSOT 

United DamMam Trait LU 

PS Bm 135, AfeMySI. Ratal K13EB 0734560*11 

g®T^*35S, 7X51 9.741 te 

J. Henry Schrader Wan & Co Uri 
UOntaplMr, lmtep2VM)5 ,071-3826000 

Western That Hlffa Moat Oaqn Acc 
Tie Mauyarart. Ptrrnwtk PU iS' , 07S22T 

usr 3 e 3 Bs as at 

£UnO-C*.494.. 19X0 6J3I 9X11 

BffMbMon A Senth West Finance PLC 
114 Menu s*. Urate EC17*£ ,071-6069465 

Hi* k* OraraAo— J labO 7.951 UX31 te 




^ 1335. 2Ml ... . 

l i ra wwip iw ta ra pta i tei rara i i tai ra 

ntxue 
GMeterie Bate PIC 

30SI VtacePt Pin. OimCl 2BL 0412*87X70 

QOOO-C24 999 ZZl/JO 9.63 7Jlf te 

mXOO-S9>J.TO 829 6J9 8X1 1. Or 

OHCOOOK. _I8.» . Mil 9X44 te 


ranct-Owc Ooatrraraaf «* of taraw raraM. DM 
MteiaaMif ttaMKrira of task: rata Inrama. 
Nifctata «f tatarat Pteteitor iflrariHg tardHtaetta 
4 brah rate tarn* m. OnraCM, Gran tan muffed 
ta tteacaarat at urarihi of k n nra pM at te 
ttpraoic* ■ prar, ‘CWraranM Amai Rw‘. lit Cn 
nranmi «iW Wont ft crated m Uc accorat. 
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CROSSWORD 


No.7,847 Set by VIXEN 



ACROSS 

1 Emphasise need tor second 
lock (6) 

4 Does some shooting to make a 
collection of crockery (8) ' . 

9 Dreadful rotter stiH (0) 

10 He’ll move the ordirary sea- 
man into decent accommoda- 
tion (8) 

12 A developing area (4-4) 

13 Environmentally responsible 
English dramatist (6) - =- - 

13 The Pennine Way includes a 
number (4> 

19 Those going down a point - 
or seveaal (T) 

20 Moire cross grain off with lit- 
tle hesitation (7) 

21 Americana may wen find -this 
a good place for a break (4) 

25 Uocovera remains (6) 

28 Soond script tor correction. ^8) 

28 A bit can. fit - or otherwise 
® - 

29 A desperado in the main (6) 

30 The model colours (8) - 

31 Neat controls (6) 

: DOWN 

1 AsteptekHn before conserva- 
Honists can gat da z noro ng (8) 

3 ATrenrii^^^^^^WTOtigful 

. iuasst (Q . 

5 A monster win make a certain 

amount of progress (4) . 

8 Take a drink with newsmen 
to tdieck (8) 


7 Proceeded to bring charges in 
extremity (8) 

8 Blast the Continental weed! 

<e> 

U Weapon produced quietly <m 
raid being organised (7) 

14 The dream of one heM in hon- 
our (7) 

17 Corrupted, but decent If 
reformed (go 

18 Reduce the rise of ve rm fa in 

time ffl) . 

12 Study progress, though not in 
favour ttf meeting (8) 

22 Cfcbs for the personnel (6) 

23 There’s many a criming ] with 
a place in Spain (6) 

24 Growth in the economy? (6) 

27 The beast advocates housing 

none (4) 

Solution to Puzzle No.7,846 
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SSWORD 
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Hochtief ..... 

.. . 1.245 -4 

HOKtSt 

25590 -0« 


4.TO -10 
*.<»G -45 




AJ2BB -30 
2JEB 415 


>BKflnmfa&a] 

ACFHHDofto .- . 

AEGON 

Atold 

AKZO 

AUEVDwIta... 
BaBLsols&a-.- 
BoKBfb.WQMs- 
tateSMlEllettl- 
CSM Dejlttes .. . 

DAF 

DSM 

DanfcahePKr . 
EtaferOtpbs - 
FrickeiDcpRea 

Gamma 

BaBranetes - 
Heineken 

Hollas Beton — 
HsogmOoBia 
HumcrDomlas 
IHCkllaal .. . . 
hfeMDuta—, 
ln?l Mueller . . . 

KLM . 

KMP ■ 

fete Paktod fete 
Kcimcn .. . . — 

NMIloyd 

HiiMfU-TeoCatr . 
MrftrBdtbb — 

OeeVGritf 

BueKHNKEIek. . 

Phi Inn 

PolyGraro 

Bobcsa - 

RpfljmcO ... 

RBIMO 

Roremu 

Royal Dutch . .. 
OwlowDepReef . 

VNU 

VMFStfirfc 

Worn Dtp sea 
warn »J ftp »a- 



. 45.60 -0.10 
.36 20 +1J0 
1M» -1J0 
87 JIM -0.90 
159604-0.70 
S3 JO 40.50 
_ 47.10 40.10 

68JS0 +1 
. 47 704 -1 70 
.96.60 4050 
23 +0.2D 

. 113 70 4020 
13910 -9.50 

-MB* it 

:37^4 3.40 
. 160.70 *040 
.. 2CW 4-1 
59 JO 40.70 
75J0M -150 
„ 74 4-3 

„ $140 +0.40 
69 +2 

...39.20 -a« 
45.10* +OJO 
4340 -020 
. 9 +010 

. 6050 +O.BO 
.. UO +4 
.. 15550 +1 
76 10 +0.30 

_ 4350 -0 JO 

.. 39 10 *0 BO 

..50.70 +0.40 

-9640 -0.20 

. 48.40 40 JO 

...97 JO -010 
,73.20 +030 

.. ISO JO -1.10 
_. 192.UM-0.TO 
.. 90* 

...4430 +0.50 

... 94.40 -0 10 

..76 JO* -0.90 


CANADA 


OokmlnuBoOFr . .455 


BucaCemm — ... 
BansaNizAgnc .. 
Banco Uriuo - ... 
BastoqHHflS .... 

Benenao 

Bnrao ICaitlerel - 

CW 

CaflaroSpa 

Cement if 

Giaakoul 

CoHoe Flo 

CiedttaltaHaou-. 

Panleli & C - 

EniChem 

Erldaola 

FerrozdFin 

FlatPrti .. 

Flat - 

Fidte 

FonHarta 

Cemina 

General) tekur 

Gllardhil 

1FI Prh 

ttakaw* - 

luletmenti ...— . 

lulga* 

Uepf Adriatic* ... 
Magnet! Mareffl . 

Mediobanca 

MonudlRM 

Olivetti ..... ... 

PlieUI&Co 

PWllSpa 

RAS 

Rlaannuda)... 

SASIB...- 

SIP — 

SaffaA. — 

Saipan - 

San Paolo — 

SinlSpa - 

SMI - 

SnteBPD 

STET — 

Toro Ajxknr 

Tod Franco 

IMctn 


.. 3.249 -16 
..4.650 ... 

..3.925 -50 
...134 « 

...11790 +40 
..6.600 *30 

... I.b49 +1 

• 646 4ft 
1,710 -38 

... 1.794 -1 

.. *W6 +11 

... 1.750 +24 

.. 7,150 -40 

. . 1.174 -10 

... 7.072 -a 


... 1.725 -IB 
..$465 -12 
5,030 45 

.asm +20 
...30 005 -415 
... 1.157 +16 

;.fm tio° 

iSsrs 

% 

... 11,880 +390 
... 726 -3 

1*575 +65 
...1.475 +8 
... 2.949 +77 

...<510 +55 

... 1.382 +48 

zasr ¥ 

...6340 +140 
... U84 -2 

...6,500 .... 

... 1610 .... 
... 10,850 -MO 
.. 10.205 +55 
... 762 +7 

... 1,130 49 
... L895 ..- 

.. 18,990 -330 
...21.170 -430 
... 9,421 +41 




1570 -10 


1.150 +30 

1310 +50 
2510 +70 


0dakpEkariclMy--7'jj9 
□bbqradil-Giiinl 662 


FunAawa Elect .... 497 


HI Had Marine 


1,330 +20 

1540 +10 

1.390 -10 

1,140 +20 

1930 -20 


+20 
-10 
-13 
+7 
+20 
45 

45 

46 
+39 
48 
+10 
+2 
+0 
+6 

1,020 +30 

1.110 +10 
-11 
+7 
+12 

+20 

7i» -3 

+9 
+11 
+40 
+9 
+6 
+19 
+10 
+23 
42 


SWtoJaEkttPw-f2“ +TO 

Shimizu CorO 1.13° ™ 


1.458 -10 




■i.iw 



TORONTO 

4M pm prices May 13 
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j Atorti Ea *11*1 UH n*i 
lAttMQaa IK «% 1« 

] Mean A1 » Wl. Wl 
» Am Barr S»* »)? 

9 ABB a * Mil did 1 ! W 1 ! 




KSOO »Ho*n 1 

i777nn BUM EC i 

BBOO BCSngvA 
427100 BCE Inc 
1000 Balmoral 
+100 BORA 
131300 BeM'doai 
i5«n Be*, vtoay ' 
493100 BP Canada 
101400 Bramalaa 
16900 Brwean A 
ibtoo P i— mawr 
MOO BCTal 
38600 8* «xw 

aooo tom—** 

81900 CAS hid 
wno CamWor 
0300 Cenmndoa 
41B00 Camaoo 
38100 PM Ran 
382800 CanhimBk 
>0100 Can Oedd 
844000 Can Pac 
TOO Can Tin 
148300 C—Tk« A 
12300 Caa M * ■ 
«Q0 Cm IV Bi 


80200 Cara Op 
9000 Car— 
MO CetanaM 
28300 Crtrl Cap 
9160 Cnapi Odn 
BOO cmrt M A 
38S00 Cofl+neo 
0500 Contt to! 


43 >J «3»J - 1 ; I 

T9% 20 -*1 I 

9 ij e ij -i, 

44 44 -l«i ' 

II If 
8 0 

13*1 13*1 ~h 

nij tov +‘i 

i? is -H 
230 290 -11 

17Aa 17^ +>j 

47 47 Hi 

21* ?1* - 1 * 
WH ah *4j 
■ BH *h 

ait »4 -4 
74 ?4 -4 
»4 i«4 +4 

M M 
90 SO 

274 274 "4 
254 Z54 

184 184 
204 204 
174 174 -4 
T9 194 -4 
194 U4 

I 030 30 

I 274 277, +4 
I 28 284 +4 
S 0423 430 46 

, a a 
, 434 «4 
1 tG 18 +1 

] 4270 770 -23 
i 4SS 455 

! 204 714 +4 

9 05 70 +6 


114800 Coral Sy* 1844 S4 7*4 *** 

13MC— ca«0— «V 64 04 

17700 DWM A 1W 108 .10 +6 

aootMtfwnA « O « -1 

200 Oarlafl » « * 

78MO OcCmoq SCl4di34 d4 -+» 

WO Do— Td S74 »4 74 

1B200 Qam m lac C4 64 7 +4 

3«0 Da PM A S4B4 *64 464 +4 

2MO SVW*aB«A MS » 1*7 

47000 Eda Bit « S74 7 74 

260 Circa UO »4 64 64 

400 EnsHi* 61f4 1.4 174 

47100 Cwa N— *15 144 13 +4 

MDFPIUd « « « . 

1700 Fan— mvnr SO 8* 84 —4 

8800 Finning a *«4 CU l? -4 

HDOWMnt tn 64 94 

iroo Foma a 12i4d2l4 314 -4 

10400 Four S**» S»4 1»4 .94 
ram FraneoNaa 32*4 234 244 '4 


WO Lana op 664 34 6 

2200 La-BB*6» » 9 9 

3700 l«*a» 6ifS 174 1>4 -4 


50300 RyflnwKsn *74 674 74 *4 


UU* LT F8i 
MATtt TAT 
Mark Haa 
M3SHK8 
MaM Mai 
lAnaoaa 
Mdal Con 


spun Colaclic 15 1* 13 

200 CantOt A 118 OS W 

17800 GM 3*5 335 340 

8100 dangai ns i'i i« 

1M0 GM Laeeo *144 1*4 W4 

UMOO out caa H 18 Ml 7% 

900 QW IMS *74 7 7 


ZSOO HarrtsSl A 634 
4Q0 MwUrSid *2* 
18700 Ha— 100 *1*4 

131200 Haott OoU 184 
18200 Ho*a«ar a IU4 
ts*00 Hoi— 00 *184 

88800 Hmanain » 
800 HuOAyMBS *84 
110100 MuBonday 630 4 


84 B4 

3* 24 

i*4 i*4 
84 84 

n4 *14 

15+ -6 

84 84 
64 la 

30 304 


89300 b— am *374 374 274 
88800 Imp CW *04 «4 « 

898000 tnca *984 354 364 
* 02800 W Corona * » j^ s 
13900 iMf » ^ ' 4 *!> 

33800 Invaai Gip CM 1 ? 134 23^ 
7300 mm A aoo 385 38S 


800 Jamw<A 
300 AarrAddM 

17800 Laban 
27WOQ Lac Minla 
2300 Lafarga a 
27900 Laima* A 
530800 Lakaaw B 
200 Laurent » 


*134 194 *84 
6154 >54 134 

P64 »4 204 
*74 74 74 
S204 »4 3D4 
*124 17 V 

*124 1*4 1*4 
1W4 194 3C 


133300 
20370C 
01200 
18200 
j » 

t 2300 
} 3930 

I 3300 
>30 
27300 
*1800 
1 07*00 
2X00 


S~XC Ml 4 Can 

2100 UaK‘i 

ISSOOO NuraMMra 
115300 Rwanda 
me lunei; ■ i 

2*800 udmg • i 

23X00 W1 TO# 1 
soo N*iii£a» 
3VH0 Ncnra Crap i 
VS Hawes MS* 
(300 Nrfnue. 3U 

7*000 Ocafc* A 
•30G 0n» CO* 
XJOC OtMatti ' 
1300C FMA Corp 
SHOE Pajunan A 
51800 4n» PM 
48000 Pagasoa 
■OOOC r rvir lit 
1 IIOOC RicarOran* 
3000 Paco Pal 
TS1X PD — r CSV 
1430 Pm— r Fm 
■430 Prong? 

200 ra—M * . 

?mroc Rnpr a. 

I 30C Hir^ 

I 1730 Pa— S—i 

| HOC' to— 3 

1 12S903 ‘te-tuma 
I1TI0C top— Cm 
«B Be li+an ■ 


94 34 
Wk 194 
664 334 
«4 ts4 
»4 194 

480 300 

174 »*4 
M4 «4 
ii4 194 
IBD *«6 
334 MS 
6*4 7*4 
8 8 

84 64 
84 >4 
84 >4 
tsv 1* 
Z24 774 
184 u4 
874 «4 
, » 86 
•4 84 
I 8 9 

l ago ato 

i «4 OJ* 

. >4 -4 
i K4 «4 
i * 34 
i dC3 423 

, n :su 

| 1*4 M4t 

1 C13 13 

r «74 174 

i J4.T ro 
i i«4 i«4 
i it 1 ? 1«>? 

> <174 >4 

> 134 *34 


Itao XawpnA 

17000 Seacoa Ra 
*300 ScosWanai 
142400 9049 t«a 
79200 Saapr— Ca 

2100 t— 'JM 

4800 ’Mrr.r * ■ 

easo Soanm O 

100600 5HL Cyst 
2i0u tol Onapi 
17000 SanuaOM 
9TO Sotanara 
.TOO Spai Amp 
33800 SKI A 


43*00 lacs B 1184 
eotto TalagiOtNi U*164 
IMBOO TN j— n K (18 
2*5300 la am Be *t< 4 
20BUQ Tanuat B 1214 ... 

12300 TraaPNAm ■•? *4 >4 +4 

sosao TranaAna 1174 K«: 124 +4 

?n>1)n TraMcn P *17 M4 »4 -4 

naaToci Trunat U4 *4 >4 

48800 Tiaac A »!• 84 84 “4 

rOOUAPA U*17l) 114 in, *4 

2300 Utucntm *13 !*4 1*4 -4 

■00 UmtadCrac 12*4 774 7’4 

7900 IMOranlM *»4 

800 veann Hs M: UD Ml 4 

7ISOO WCMM L 1131? 174 17 4 "4 

8200 Wa—n U*D *3*4 354 254 

19100 WiC B H*4 M4 1*4 

I . Mi vcduiQ HgMs at laau'cMJ ibUag mpn 


|lidl04 il 
83 84 a* *i 

*184 184 18^ +4 
1134 us 136 +4 
11441? U34 14*6 *4 

» 84 34 -4 
(42 *24 

U4 »4 «4 *4 

*164 U4 *s ~4 

bii 4 H4 *i4 

12 di? 17 -l 

6176 W4 *F4 

•184 104 184 

440 M» 440 


184 *84 84 

i?4 »4 +4 
154 w 
iB4 «4 -4 
214 214 *4 


MONTREAL 

4-00 pm prices May IJ 


CaMMK 
i Canine B* 
l CaOMtiav 


Naiiu Can 

PlcnriUn 


18 *4 
6»6 774 

118 m 
(84 8 

*r4 '4 
lii^ ’14 

19 8*9 

*H* <171. 

11*134 >64 


I RoHimana 
I RnyaHkCKi 
) n*i 0*1 Ur 


*104 16 

IHO Hen 








SAP iHteslriil lb yield 
S A P IhB. PfE ntio 


L?> :e 12.4 88 ].T(U oawj »W’ j*l. 


Si 


r«+i .:i< 


10090 1*1867 10609 1WW 


HE 



auw iTJ.si 
4VMU.'.^ 


IktWlMMl 
11% SHIM! 
mauft*) 


77223(11131 


132801(154) I lMiaitl£P 


IX w SWOAPORE ml , „„ 

LOM gS61l-SaMawi2.ir7Sl W5W ro» 3P5Z 3W*6 


107009 

1067 0 

10750 

10750 

4S3*8| 

*3230 

«U0 

44820 


| Mu 13 Austt + or — | 

Metal lUUurf ... - 

.160 



.0.20 



.7.80 

*0 03 

Neacresi Mining . 

0.67 

-0 02 


.2240 

40.68 

Nrandy Poseidon . 

. 03 

-0.01 

North BH Pehn . . 

216ri 



.5.77 

+0 02 


0.B6 

-0 07 

Pasmbico 

150 

+0.05 

Pioneer InU .. . . 

. 3.19 


Placer Pacific ... 

.2.74 


OCT Resamn . 

. 1.10 



. 4.90 



..920 

-0.02 


..3.20 

-0.03 


. 282 


Smith (Had) . . 

5.88 



. 4 


Stock land Tst .... 

. 2B4 



IBBMI 


883 « (lift) 
azxausi 


low. oo ij;t 

+IW00Q11 




W78U.il 


saiuooai I *a*i? >11.^ 


May May May 


73127 75463 77*70 73789 


IHCJ 


r'UmVAt.A 


7TT" 


IBHHEII 


MIJOiMI 


roil ciu 


L-r - j r .ri TT 


TNT lTW 

TeNawiCorpNZ... 1.42 

Tyco Imre 0 72 

Wesfarmers 5 52 

Western Mining... 5.29 

Westfield Hdg 450 

Westfield Trusl .... 2J9 

Westoae 4.15 

WoodsIdePct ... 3 80 




Mppon Mining 
Ournon inns .... 
Morlnaga Mdfc - 


Stock! Ooamg Chang* 
Traded Prims on <m 
Ifim 480 + 2S 

1 3m 1.550 ♦ 130 

1 1m 866 -17 

07m 463 *53 

n 7m 7ii 


Swki Cteamg Ch*»B« 
r«y Traded Pt*m « dav 

♦ B Suminmo Cnem 70m «8 ’* 

♦ 130 JpnSwteaebeB 63j" J* 

-17 CoimoCW TO 

* e> TovtmiCMni . . 47tn 740 * ® 

r*5 40-1 1.1*0 *« 




a 


GWENT 


Sha* Bras .... 
Shell Elec Mfa 



T T7rn 


S*pore Air Free 


Price data wppJfed Of TWekura 


The FT proposes to publish this survey on 

June 4 1992. n . . 

from its print centres in Tokyo, New York, Frankfurt, Roubaix 
and London. It will also be read by senior businessmen and 
government officials in 160 countries world-wide. It will also be ol 
particular interest to 130,000 directors and managers m the U.K.. 
who read the weekday FT. If you want to reach this important 
audience, with your services,expertise or products whilst 
maintaining a high profile in connection with Gwent, 
call Clive Radford 
on 0272 292565 or fax 0272 225974, 

Merchants House, 

Wapping Road, 

Brstol BS1 4RU 

Data source: BMRC Businessman Survey 1990 
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4:00 pm prices May 13 


FINANCIAL 


TIMES THURSDAY MAY 14 1*92 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


1M3 

fcrhUw Sfedi 


Cti'na 

ym. r si« Ctoae 

Dte K GIB* High Wflhtow a** 


Qr*ge 

YM. -PI 9b Ck« tar, 1992 

Dt*. % ft lOOe HJgb UrwQeoteCtoae, Moh Low Stack 
aw 12 35 3S 20 20 SO -% 103% «Z% Crown CM 


Ch’ge 
CIom Pm. 


Off 
cm* Pm. 


UM Quote Ctoee , 


10*2 

IgA Low SWt 


Y«. n *■ 

"*■ * Vat# 


9 t%ca?a» s 5 .W »s ■ -s 

~ «j« . , I-.-, . n in qb 78 217 23% 25V 53 -V 22*9 *5% Beckman hi 0.29 1.4 M 131 SO? 20% 20% +■% 
uS"»M «V Til 81? -IV 72V 64? Becta, Dto IX 1.7 IB 43 72«, 71V n? -V 

SSwvEE ‘ SpS ■} 97? «% -v n4wiN> « msb a ®v »v x% -% 


68 V 88 AMP 

T 91 « IV .V «? 

53% 40? ASA 200 4.7 12 S73 <3 4Z% 42? +? 

68? 58 V Abner. Ub 1.20 1.8 543318 68? 85% 86 -% 32% 

13% 12 Abrew Pr 043 3.4 8 22 «2V I2V 12% *0% 

11 V ID>!*aiG«tai 0.98 09 903 10V «*» «? , 

10V 9 V ACM (hup) » OW 6 5 IBS 9% PV 9V “? 

9V 8% ACM CriSp 080 90 485 9 ft? 8% 

liV rOVACUWS* 088 90 «52 10V 10% lOV 25% 

9l> 8% ACM Sim > oesiai «7 u9% 3? BV iv 


12V 12% 

io% iaV 


Ilk lD%*aiGrttat 0.98 8-5 903 10V 10% 10V, 

10% 9V«4ftlSs»> 080 6 S IBS 9% PV 9V 

9% BV ACM MSP 080 90 485 9 ft? 8% 

liV 10VACUMS8 098 90 «52 10V 10% 10% 

9% BV ACM Min » oesiai 427 u9% 9% BV , - . 

12V 10%*OlU)M90i 1.08 9 5 48 11% 11% 11% +? } 9200 8675 Berws Huy 

11V aVAwoCUNO 040 S7 30 3W 7 8% T +% 

6% 4% Acme Elect 4 6 6? 5% 5? +% 

SJVlBVASuwn 141045 23% 22% » +% 

18% IBVAfcW&rpri 048 2 5 0 40 10% 18% W? +% 

15% 13 AOotxi I5PI 340150 8 14% 14% 15 

5% 4% Maw Res 2 58 fi% 5 * 

49% 39 AO Micro 100 68 243 44% 44 44% -I 

21% 14% M IWfl P 30017 1 75385 17% 17% 17% -% 

9% 5 Advcst GrO 0 16 2.4 67 28 6% 6% 8% 

71%»Vta9"««I 130 £3 8*1“ 96 % “% . 

47 33 Aetna □ 2.76 65 83510 41% 40 40 -1% 
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GREECE 


The FT proposes to publish this survey on 

4 June 1992. 

Professional investors in over 160 countries worldwide and 54% * of 
chief Executives in Europe's largest companies will see this Financial 
Times Survey. This definitive examination of Greece, its business, its 
position with the European community and its politics will be retained 
by influential FT readers for future reference. For a copy of the 
editorial synopsis and advertisement rates contact 
Alec Kitroeff in Athens 
Tel (I) 671 3815 Fax (1) 6479372 
or Connie Davis in London 
Tel (071) 873 3514 Fax (071) 873 3428. 

*DaIa source: Chief Executives in Europe 1990 
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AMERICA 


ASIA PACIFIC 


Economic data 
has little 
effect on Dow 


Nikkei resumes upward path on firm yen and bonds 


Tokyo 


Wall Street 


US EQUITIES largely ignored 
the day's economic news and 
traded 'in a narrow range yes- 
terday, writes Karen Zagar in 
Neio York. 

The Dow Jones Industrial 
Average dosed just 6.86 higher 
at 3,391.98 after light volume 
for the New York SE of less 
than 173m shares. Rises had a 
slim edge on declines by 560 to 
809. The Standard & Poor's 500 
was 0.16 up at 416.45 while the 
Nasdaq composite eased 1.57 to 
582.39. 

The market failed to respond 
to two sets of economic data 
for April. The 0.2 per cent rise 
in the consumer price index 
confirmed low inflation pros- 
pects, while the 0.9 per cent 
increase in retail prices was 
consistent with moderate eco- 
nomic growth. 

Although it is still possible 
that the Federal Reserve will 
cut interest rates, the unex- 
pectedly strong retail price 
report reduced expectations of 
an imminent easing. There was 
some confusion following the 
Fed's aggressive adding opera- 
tion in the morning, when it 
arranged overnight system 
repurchase agreements. The 
strength of the open market 
intervention was unexpected, 
but it was generally seen as a 
technical move. 

Marion Merrell Dow led big 
board trading, dipping S Vi to 
$32. Late on Tuesday, 16m 
shares were priced at $32 a 
share. A group of shareholders, 
including the company's chair- 
man emeritus, will offer 12.8m 
shares of the total in the US. 
with the remainder offered 
abroad. Delivery is scheduled 
for May 19. The company will 
not receive any proceeds from 
the offering. 

Eastman Kodak rose $UA to 
$41%. At the annual meeting 
Mr Kay Whitmore, chairman 
and chief executive, predicted 
improved sales and earnings in 
the second half of this year. 

Polaroid, Kodak’s main US 


rival, gained $% to $25% after 
Prudential Research increased 
its second-quarter estimate to 
50 cents a share from 37 cents. 
At Its annual meeting a day 
earlier, a proposal to remove 
Polaroid’s so-called “poison 
pill" takeover defence was 
quashed. The defeat, however, 
was narrower than the previ- 
ous year when a similar sug- 
gestion was also rejected. 

The Limited regained *% to 
$22% in heavy trading after 
dropping $2% on Tuesday on 
disappointing first-quarter 
results. 

A number of banks firmed in 
active a Iternoon trading, 
including Citicorp, up $% at 
$19%, BankAmerica, $1% 
higher at $49%. Chase Manhat- 
tan, $% firmer at $30%, and 
Chemical. $34 ahead at $38%. 

Live Entertainment jumped 
$% to S2 a /« on news that its 
home-video business had 
signed a three-year distribution 
agreement with a unit of Time 
Warner. 

On the Nasdaq market, high- 
tech and telecommunications 
issues led trading. Microsoft 
fell $1% to $112%. MCI Com- 
munications added $% at $31% 
and Intel dipped $% to $51%. 

Canada 

TORONTO weakened late in 
the day. with declines seen in 
bank and utility shares. Banks 
fell on rising nervousness that 
Olympia & York is having trou- 
ble with its debt restructuring 
process and faces the seizure of 
several assets. 

The composite index finished 
23.7 down at 3,404.2, while falls 
outscored advanced by 313 to 
258. 


SOUTH AFRICA 

CONTINUED demand for qual- 
ity shares and a lack of sellers 
pushed leading shares off their 
lows to dose firmer in thin 
trade. The overall index rose 9 
to 3.642 and the industrial 
index gained 5 to 4534. The 
gold index added 3 to 1,070. 


THE NIKKEI average resumed 
its upward trend, after Tues- 
day's brief interruption, as a 
sharp rise in the yen and a 
rally in the bond market 
prompted bargain hunting by 
domestic investors, writes 
Errtiko Terwono in Tokyo. 

The 225-issue average closed 
260.04 up at 18,76857. Initially, 
arbitrage unwinding depressed 
the index to the day's low of 
18,425.83, but the firm bond 
market later encouraged bar- 
gain hunting and index-related 
buying which pushed the Nik- 
kei to the day’s high of 
18503.79. 

Volume was down slightly to 
380m shares from 392m. Mr 
Brian Tobin at S.G. Warburg 
Securities said most investors 
were “cautiously optimistic" 
and activity was supported by 
small-lot domestic interest Mr 
Tobin added that foreign inves- 
tors remained os the buying 


side, picking up cheap blue 
chip issues. 

Advances outnumbered 
declines by 570 to 423, with Ml 
issues remaining unchanged. 
The Topix index of all first sec- 
tion stocks gained 12.41 to 
1.398.22, and in London the 
ISE/Nikkei 50 index put on 356 
to 1,117.13. 

The yen gained strength on a 
testimony by Mr David Mul- 
ford, the US Treasury under- 
secretary. in which he 
expressed concern about the 
Japanese currency’s weakness 
against the dollar. The yen 
rose Y2.30 against the dollar to 
close at Y130.30. 

Currency movements 
sparked active buying in inter- 
est rate-sensitive issues. Power 
utilities and shipbuilding 
shares firmed, with Tokyo 
Electric Power adding Y110 at 
Y2.890 and Mitsubishi Heavy 
Industries gaining Y5 to Y600. 

However, exporters lost 
ground. Hitachi fell Yll to 
Y839 and Matsushita Electric 


industrial retreated YlO to 
Y1590. Auto makers were also 
weak, with Toyota Motor down 
YlO to YI.4S0 and Honda Motor 
declining Y30 to YL53Q. 

Rumours that the develop- 
ment of an anti-Aids drug 
would be announced later this 
week lifted bio-technology 
issues. Okamoto Industries 
advanced Y130 to Yl.550 and 
Morinaga Milk appreciated Y17 
to YS56. 

Oil refiners rose on the 
recovery in crude oil products 
on overseas commodity mar- 
kets. Nippon Oil gained Y26 to 
Y726 and Showa Shell Sekiyu 
Y10G to YL380. 

Sanrio, the novelty maker, 
climbed Y80 to Yi.620. The 
company, which made exten- 
sive stock investments in the 
late 1980S, ann ounced an 
upward revision of unrealised 
losses on its investment portfo- 
lio to Y2lbn for the fiscal year 
ended this March. 

In Osaka, the OSE average 
ended 60.49 higher at 21.34S.90 


in volume of 27.2m shares. 
Traders with a short-term hori- 
zon sought pharmaceutical 
issues. Ono Pharmaceutical 
advanced YIS0 to Y3.150. 

Rou ndup 

DOMESTIC politics and foreign 
buying gave most markets in 
the region a lift yesterday, but 
political jitters had the reverse 
effect in Thailand. 

HONG KONG accredited US 
buying and reform prospects in 
mainland China for its third 
consecutive record high. The 
Hang Seng index closed 52.02 
stronger at 5,757.95 for a gain 
of 7.2 per cent so far this 
month. Turnover expanded 
from HKS3.65bn to HKS3.99bn. 

Blue chips dominated the 
active list. HSBC turnover 
exceeded HKS300m as it moved 
up SO cents to HK$45, boosted 
by the recent visit to Hong 
Kong by Mr Brian Pearse, 
chief executive of Midland 
Bank, HSBC’s takeover target. 


MANILA took heart from 
early election indications that 
senior presidential hopes Ms 
Miriam Defensor-Santiago and 
former defence secretary’ Mr 
Fidel Ramos were ahead in the 
POlk. , 

Closed on Monday and Tues- 
day for the elections, the 
exchange saw the composite 
index rise 93.02, or 7.5 per cent, 
to 1.328.04, almost in touch 
with its all-time high of 1.396 
registered late in 19S9. 

BANGKOK continued Tues- 
day’s decline, reflecting further 
uncertainty over whether the 
government would accept a 
proposed constitutional amend- 
ment which would allow only 
an elected member of parlia- 
ment to be prime minister. 

The SET index fell 23.36, or 
3.01 per cent, to 731.27 in turn- 
over- of Bt3.43bn. Bangkok 
Bank lost Btl6 to Bt676 and 
Bangkok Land Bt8 to Btl45. 

SEOUL'S high-capitalisation 
stocks retreated from their 
day’s highs, but this still left 


the composite index 5X9 higher 
at 592-21 In turnover up from 
Won24ibn to Won32Sbn. 

TAIWAN reported buying of 
small spuculative-orientcd 
shares as the weighted index 
rose 36.98 to 4.325.32 in 
T$lfi.7bn turnover (TSKUbn). 

AUSTRALIA was lifted by 
industrials, and particularly 
media stocks after the recovery 
at News Corp. The All Ordi- 
naries index put on 5.9, or U.4 
per cent, to 1,682.7, its highest 
for six months. 

News Corp moved ahead 68 
cents to AS22.40. John Fairfax 
gained 8 cents to AS1.52 in high 
volume of 17.5m shares after 
last week's listing at an issue 
price of AS1.20. 

NEW ZEALAND rose to a 
four-month high, helped by for- 
eign buying centred on the for- 
estry sector. The NZSE-40 
index added 14.19 at 1,509.15. 

BOMBAY recovered after 
Tuesday's steep foil. The BSE 
index moved forward 344.76, or 
11 per cent, to 3.01.13. 


EUROPE 


Profit-taking leaves Paris lower at the close 


Profit-taking was evident in 
Paris yesterday, as other senior 
bourses generally held steady, 
writes Our Markets Staff. 

PARIS was initially lifted by 
a finn franc and bond market 
but profit-taking and a flat 
opening on Wall Street sent 
shares lower by the dose. The 
CAC-40 index dropped 10.46 to 
2,053.17 in moderate turnover 
of FFrxxbn. 

A FFr6.10 drop to FFr890 in 
Elf, which held its annual 
meeting yesterday, weighed on 
the mar ket The chairman sa id 
first quarter operating profit 
fell about 25 per cent from the 
year-ago period. 

Unspectacular first quarter 
turnover figures sent Alcatel 
lower for the second day, clos- 
ing down FFr13 at FFr648, and 
also wiped FFr18 off Saint 
Gobain to FFr595. 

Euro Disney stabilised after 
Tuesday's drop, and analysts 
said the stock looked oversold. 
It rose as high as FFr129.30 
before closing 70 centimes bet- 
ter at FFr126. Pechiney Inter- 
national eased another FFr5.30 
to FFr201.70 following Tues- 
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Hourly changes 

Open 10 am 11 am 12 pm 1 pm 2 pm 3 pm dose 
1191.17 119T.06 1191.30 T189.65 1190.13 1190.66 U68.60 1167.91 


Italy 

Comit Index 
650 


Day's High 1191.63 


Day's Low 1187.55 


May 12 
1188.40 


May 11 
1191.63 


May 6 
1188.957 


May 7 
1182.52 


May 6 
1182.62 


Base **Jue lOOO f2g/T<V90). 

day’s private placement of new 
shares. 

FRANKFURT was mixed in 
quiet trade as metalworkers 
mooted further talks with 
employers: after hours, a 
resumption of talks was sched- 
uled for Hesse today. The DAX 
index closed 1.74 lower at 
L749.42 after a similarly token 
0.16 rise to 706.98 in the FAZ at 
midsession. Volume eased from 
DM6Xbn to DM6bn. 

An unsubstantiated rumour 
that Deutsche Bank had recom- 
mended steel stocks left 
Hoesch and Klockner-Werke 
DM3 and DMl.50 higher, at 
DM246 and DM118 respectively, 
but Preussag fell DM6.90 to 
DM406. 

Kanfhof. the retailer, gained 


Elections bring changes in fortune 

But the Easter holidays kept turnover low in April, writes John Pitt 


E lection fever coursed 
through Europe last 
month but the results 
had contrasting repercussions 
in the Italian and the UK stock 
markets. In general, volume 
was subdued, with Easter and 
May Day creating a holiday 
mood which extended for 
nearly two weeks. 

The return of the Conserva- 
tive party to government in the 
UK was doubly welcomed by 
the market, which had been 
battening down the hatches, 
either for the uncertainty of a 
coalition or the unknown of a 
Labour administration. Utili- 
ties, which had been depressed 
by fears of renationalisation, 
attracted very heavy buying. 

Following an initial boost 
immediately after the general 
election result, investors set- 
tled down to wait for some real 
corporate stimulus. This was 
not long in coming as Hong 
Kong and Shanghai Banking 
Corporation launched a £3Jbn 
bid for Midland Bank, soon fol- 
lowed by a counter-offer from 
Lloyds Bank. Signs that an end 
to the recession might be in 


EUROPEAN EQUITIES TURNOVER 
Monthly total In local currencies (bn) 


Bourn 

Jan 

1992 

Feb 

1992 

Mar 

1992 

Apr 

1992 

US 

£fcn 

Belgium 

55.85 

46.72 

48.28 

51.36 

1.51 

Franco 

141.18 

116.18 

108.97 

112.17 

20.10 

Germany 

134.30 

120.20 

126.68 

107.90 

65.28 

Italy 

9.665.20 

8.948 JO 

5,944.80 

7,457X0 

6.00 

Netherlands 

18.10 

14.10 

11.60 

12XO 

6.55 

Spain 

637.26 

667.83 

607.28 

461.52 

4.44 

Switzerland 

13 20 

10.90 

11.38 

12.48 

8.22 

UK 

36.40 

29.61 

32.59 

41.17 

73.04 


Votumaa jvprormr punhadaa and aalas. 

Italian data adf ua ta d to todode o tl-markat trading Soma Sguraa may Da rariaad. 
Souno: County HatWaat WoodUuc 


sight also lifted sentiment 

Lacking a government of any 
sort, Italy free-wheeled and the 
manifest rise in April was due 
to an exceptionally weak 
March, when volume bad been 
depressed by uncertainty about 
the outcome of the elections. 

According to Mr James Cor- 
nish of County NatWest, which 
supplies the data, April volume 
was nearly 9 per cent down on 
the average of the previous 
three months, while trading on 
Seaq International in London 


declined by almost 30 per cent 
Spain continued to underper- 
form the rest of Europe, with 
daily average turnover a very 
modest Pta7bn, although activ- 
ity was restrained by the 
Semana Santa holiday preced- 
ing Easter. According to James 
Capel, activity was depressed 
by high Interest rates, a lack 
of foreign interest, and tbe 
continued growth of mutual 
funds which took money out 
of equities. There is little 
prospect of an upturn, it says. 


until interest rates are 
reduced. 

General expectations are 
that today’s Spanish April 
inflation data will reveal only a 
small increase over March, giv- 
ing further encouragement for 
the cut in interest rates which 
could get the equity market 
going again. However, Mr Step- 
hen Hughes of Nikko Europe 
in London believes Spain is 
unlikely to follow the UK and 
France in easing monetary pol- 
icy in the short term. He 
expects the annual inflation 
rate to exceed the govern- 
ment’s target and is currently 
forecasting a 6.6 per cent rate. 

The prospect of strikes in the 
public service sector in Ger- 
many, which began at the end 
of the month, was taken 
calmly by the market 

Car manufacturers provided 
one of the sectors which per- 
formed well during the month, 
following the announcement 
by Daimler that it would 
increase its 1992 dividend by 
DM1 to DM13 and positive fore- 
casts for increased sales of new 
vehicles. 


DM7 to DM498 on 3 higher divi- 
dend and a 30 per cent jump in 
net profits. 

MILAN was supported by 
short-covering ahead of the 
dose of the account tomorrow. 
Dealers said that call options 
on Fiat and Montedison were 
taken up but that those on 
insurance stocks had been 
abandoned. The Comit index 
edged up 0.73 to 48233 in turn- 
over estimated at L80bn- 
LlOQbn after LS6.6bn on Tues- 
day. 

Dealers were sidelined ahead 
of the Fiat results due tomor- 
row, which could either help 
the market to recover or con- 
demn it to a further decline. A 
30 per cent cut in the dividend 
has been discounted by the 



market, hut a dividend paid 
partly in cash and partly in 
shares In one of the group's 
subsidiaries or a capital 
Increase, both rumoured yes- 
terday, would be taken badly. 

Olivetti rose L77 to L2.949 on 
turnround hopes after its 
heavy loss and restructuring 
c harge s last year. 

ZURICH took SBC at its 
word. The bank said on Tues- 
day that Moody's downgrading 
of its triple-A rating was not 


material. Its shares recovered 
SFr6 to SFr287 as the SMI 
index closed 2.7 higher at 
1553.5. 

AMSTERDAM was disap- 
pointed by Aegon’s flat earn- 
ings per share for 1991 and its 
shares feU Fll.lO to Fi 124.80. 
The CBS Tendency index was 
unchanged at 1305. 

CSM, the food and biochemi- 
cals group, advanced 90 cents 
to FI 96.60 on unsurprising 
first-half figures. Hunter Doug- 
las lost FI LS0 or 2 per cent to 
FI 7550 after reporting a small 
rise in first quarter sales after 
Tuesday’s close, while Royal 
Dutch, which reports first 
quarter figures today, eased 
FI U0 to FI 150.20. 

MADRID’S general Index 
closed up 2.91 at 260.82 with 
strong buying noted late in the 
session prior to the expiry of 
futures and options contracts 
today. Endesa put on Ptal05 to 
Pta3.675 after reporting better- 
than -expected first quarter 
earnings while Tabacalera 
weakened Pta90 to Pta6,700. 

STOCKHOLM rebounded 
from an early drop on demand 


for Volvo and Ericsson. The 
Aff&rsv&rlden general index 
added 1.4 to 1.007.8 in turnover 
of SKr689m after SKr576m. 

Ericsson B free’s added SKr6 
to SKrl41 following Tuesday’s 
late news of a big Japanese 
order. Volvo B free’s recovered 
SKr4 to SKr448 after Tuesday's 
drop. 

COPENHAGEN was lifted by 
a 38 per cent jump in Novo 
Nordisk’s first quarter net. the 
KFX index closing 0.38 higher L 
at 96.39 as Novo rose DKrlS to 
DKrS47. Hafnia fell DKr24 to 
DKr200 in thin, speculative 
trading. HELSINKI dropped on 
profit-taking, the Hex index 
felling 12.2 to 852.3. 

BRUSSELS eased with the 
Bel-20 index closing down 3.12 
at 1,221.74 in thin turnover of 
BFr669m. Electrabel, which 
announced investment plans of 
BFr40bn in 1993, lost BFr55 or 1 
per cent to BFr4,8S0. VIENNA’S 
ATX index shed 1.8l to 966.75. 
Among active issues Austrian 
Airlines lost Sch30 to SchWSO 
after announcing a 12 per cent 
decline in first quarter earn- 
ings. 
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DOLLAR MDEX 

Figures in parentheses 

us 

Boy's 

Pound 



Local 

Local 

Gross 

US 




Lao if 



V«r 

ahow numbor qi lines 

Dollar 

Change 

Stalling 

Yen 

DM 

Currency 

%Chg 

□hr. 

Dollar 

Sterling 

Yen 

DM 

Currency 

1932 

1982 

ago 


Index 


Index 

index 

Index 

Index 

on day 

YieV] 

Index 

Index 

Index 

Index 

Index 

High 

Law 

lappna) 

Australia 169) 

151.26 

+ 0.5 

123.66 

124.54 

127.56 

133.60 

+ 0.2 

4.12 

150.48 

123.07 

124.06 

128.84 

133X9 

133.68 

140.94 

144.18 

Austria |19) 

16591 

+ 0.4 

135.64 

136.60 

139.91 

139.88 

-0.1 

2.09 

165.32 

135.23 

136.32 

139.37 

140.05 

186.70 

162-48 

204.08 

Belgium (46) 

143.08 


116.96 

117.80 

120.68 

117.68 

-0.7 

5.17 

143.60 

117.46 

118.40 

121X5 

118.46 

145.19 

135.87 

139.83 

Canada (US) 

127.42 

CD 

104.17 

104,90 

107.44 

111.13 

-0.4 

3.31 

127.68 

104.44 

105.27 

107.62 

111X9 

142.12 

125.60 

136.43 

Denmark (35) 

241.00 

+0.3 

197.03 

198.43 

223.23 

205.36 

-0.1 

1.78 

24035 

196.80 

19820 

202.82 

205.62 

273.94 

226.81 

242.01 

Finland (15) 

61.90 

-0.5 

86.96 

87.44 

68.07 

75.57 

-1.2 

191 

82.35 

87.36 

67,91 

69.42 

78.46 

69.80 

73.64 

116.35 

France (IDS). 

166 29 

-0.5 

135.94 

136.80 

140.21 

142.03 

-0.4 

3.32 

167.08 

136.65 

137.75 

140.82 

142.62 

167.06 

148.06 

138.36 

Germany (65) 

120 78 

+0.0 

98.74 

99.45 

101.85 

101.85 

+0.0 

2X8 

120.79 

3880 

99.62 

101.82 

101X2 

122.84 

114.67 

110X9 

Hong Kong (55) 

238.70 

+ 1.1 

195.15 

196.53 

201.30 

237.16 

+ 1.0 

3.44 

238.10 

193.12 

194.68 

199.04 

234.75 

238.71 

176.36 

156.08 

Ireland (16) 

183.14 

-0.1 

133.37 

134.32 

137.57 

139.48 

—0-3 

3.67 

163.28 

13356 

134.64 

137.64 

139.90 

173.71 

151.78 

156.03 

Italy (78) 

69.32 

+ 0.3 

56.67 

57.07 

S8.45 

63.21 

+0.4 

3.64 

69.11 

56.53 

5659 

5826 

62.99 

SO .86 

88.92 

78X1 

Japan (473) 

105.49 

+ 1.1 

86.24 

86.88 

88.97 

86.86 

+ 1.0 

0.98 

104.33 

85.34 

86.03 

B7.97 

86.03 

140.95 

88.70 

138.69 

Malaysia (68) 

240.14 

-0.7 

196.32 

197.70 

202.50 

233.16 

-0.8 

2.78 

241.74 

107.74 

199.33 

203.70 

234.47 

250.18 

212.49 

227.53 

Mexico (IB) 

1639.77 

+ 0.2 

1340.56 

1350.07 

1382-77 

553448 

+0.1 

1.03 

1838.43 

1338.57 

1349.39 

1379.54 5530X8 

1789.77 

1376.91 

9SSX7 

Nettierland (25) 

158.43 

-0.3 

129.52 

130.44 

133.60 

132.00 

-0.3 

4.23 

158.88 

129.96 

131.01 

133.94 

132X7 

158X8 

147.88 

140.56 

New Zealand (14) 

45.64 

+ 1.6 

37.31 

37.58 

38.49 

45.42 

+ 1.3 

5.63 

44,90 

36.73 

37.03 

37X5 

44.B4 

46.52 

42.01 

51.88 

Norway (23) 

189.05 

+0.7 

154.55 

155.65 

159.43 

161.98 

+0.1 

1.57 

187.65 

153.49 

154.74 

158.20 

161.86 

192.95 

161.26 

207.68 



+ 0.5 

175JS7 

176.82 

202.50 

181.10 

207.41 

162.11 

183.82 









South Africa (61) 

245.96 

+ 2.0 

201.03 

+0.2 

2.74 

241.25 

197.33 

198.33 

203.37 

183.43 

283-60 

203. 18 

210.73 

Spam (50) 

158.52 

+ 1.2 

129.80 

13QX2 

133.68 

121.65 

+ 1.1 

4.99 

156.70 

128.18 

129.22 

132.10 

120.37 

160.47 

148 88 

184.11 

Sweden (25) 

196.12 

+ 1.0 

160.33 

161.46 

165.39 

169.41 

+ QX 

2.67 

194.22 

158.87 

160.16 

163.74 

168.13 

196.12 

173.09 

178.69 

Switzerland (59) 

10618 

+0.6 

86.80 

87.42 

89.55 

98.41 

+0.0 

?.17 

105.49 

66.29 

86.99 

88.94 

98X6 

106.18 

95.99 

93.89 

United Kingdom (228) ... 

198.57 

+ 0.0 

162.34 

163.48 

167.44 

162.34 

+0.0 

4.57 

198.53 

162.40 

183.70 

167.35 

162.40 

198.57 

165.85 

172.64 

USA (522) 

169.76 

+0.0 

138.80 

139.79 

143.18 

169.78 

+0.0 

2.94 

168.76 

138.86 

139.99 

143.12 

169.76 

171.66 

160.92 

149.19 


155.05 

182.59 

+0.0 
+ 0.6 

126.76 

148.27 

127.60 

150.33 

130.75 

153.97 

129.59 

151.15 

+0.0 

+0.2 

3.80 

2.14 

154.97 

181.49 

126.76 

148.45 

127.79 

149.65 

130.B5 

153.00 

129X2 
150 78 

165.05 

188X2 

139.31 

169.66 

139.88 

179X1 

Pacific Basin (717) 

111.40 

+ 1.0 

91.08 

97.73 

93.95 

82. fB 

+0.9 

1.35 

110X5 

90.18 

90.91 

9Z94 

91.77 

141.97 

94.40 

139.14 

Euro-Pacilic (1506) 

129.08 

+ 0.6 

105.53 

106.27 

108.85 

107.92 

+ 0.4 

2.57 

128.36 

104.99 

105.83 

10820 

107.43 

145.21 

113.80 

139.79 

North America (637) 

167.12 

+ 0.0 

136.63 

137.61 

140.95 

165.79 

+0.0 

2.96 

167.12 

136.70 

137.62 

140.91 

165X0 

169.69 

158.70 

143.32 

Europe Ex. UK {5611 

129.32 

+0.1 

105.73 

106.50 

109.08 

T10.74 

+0.0 

3. IS 

128.23 

105.71 

106.59 

108.97 

110.77 

129.79 

121X1 

119X2 

Pacific Ex. Japan (244)... 

169.66 

+0.7 

138.70 

139.70 

143.08 

151.31 

+0.5 

3X9 

168.54 

137.86 

139.00 

142.10 

150.58 

189.68 

149.00 

143.40 

World Ex. US (1700) 

131 JO 

+ 0.6 

107.34 

108.11 

110.73 

110.15 

+0.4 

2.53 

130.56 

106.79 

107.66 

11007 

109.70 

148.91 

116.45 

140.88 

World Ex. UK (1984/ 

138.09 

+0.4 

112.88 

713.69 

116.45 

125. 73 

+03 

2.45 

137.54 

112.51 

113.42 

115.96 

124.77 

150.58 

127.21 

139.69 

World Ex. So. At. (2161). 

142.61 

+ 0.3 

110.59 

117.43 

120.27 

128.10 

+ 03 

2.70 

143.15 

11628 

117.23 

119X4 

127.78 

153.05 

130.04 

142.19 

World Ex. Japan (1749).. 

164.54 

+ 0.1 

134.52 

135.49 

138.78 

152X7 

+0.0 

3.27 

154.39 

134.47 

135.57 

138.61 

152.54 

164X4 

153X0 

146.05 

The World index (2222).. 

143.29 

+ 0.3 

117.14 

117.98 

120.84 

128.80 

+0.3 

2.70 

142.79 

116.80 

117.75 

120X9 

12828 

153.70 

130.66 

142.61 
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FINANCIAL TIMES 


PITMAN PUBLISHING 

Books for business 

from an exciting new publishing partnership 



Give your customers the best 
quality service using strategies 
and tips from the best in the 
business. 

Hardback. £30.00 


Give your business a prime 
source of competitive 
advantage by developing 
high performance teams. 
Hardback, £ 34.00 


Ensure that your customers 
receive excellent service and 
support - develop and 
implement an effective 
customer service strategy. 
Hardback, £ 30.00 




Enjoy increased customer 
loyalty, employee morale and 
operating efficiency by 
effectively implementing TQM. 
Hardback, £25.00 



Win customers and make 
them loyal for life - use tested 
techniques to develop an 
effective marketing strategy. 
Hardback, £ 30.00 


Warrants : the benefits, 
the risks and the gains - 
keep one step ahead when 
selecting and trading warrants. 

Hardback. £40.00 


The six launch tides featured are available 
now from a stockist near you. 

These will be followed with a further 
18 titles by the end of the year. 



ORDER FORM 

Financial Tinus/'Puman Publishing stockists Indude 
Auslicks, Blackwells, Books Ere. Dillons, Hodges Piggis, Fayles, 
Hammlck‘5, Heffers, James Thin, John 5miths, Parks and TOuerstones. - 

To order these titles by pcs or for further infomadon. please 
complete and return this form to Kate SalklUd, Pitman Publishing, 
FREEPOST. 128 Long Acre, London. WC2E 9BR, UK 
or fax on (0711 240 5771 or telephone on 1.071) 379 7383- 

Quantity Tide Price 


□ P^^mycredkea^ 

Number — . 

□ 1 endosc a cheque payable to Pitman Publishing 

P*P: please add £>.35 per wfcr 08 

□ Please send me further details of new titles in the 
Financial TimesfrUman Publishing senes 

as they become available 

Name 


Address 


Postcode 


Country 


i 





